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WEST COAST MARITIME INDUSTRIES SURVEY 


FRIDAY, OCTOBER 1, 1954 


Hovust or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON Pactric Coast 
Maritime Marrers or THE COMMITTEE ON 
Mercuant Martine AanpD FIsHeries, 
Seattle, Wash. 

The subcommittee met, pursuant to call, at 2 p. m., in the Chamber 
of Commerce board room, Hon. Thor C. Tollefson, chairman of the 
subcommittee, presiding. 

Present: Messrs, Allen, Norblad, Mailliard, Shelley, and Magnuson. 

Also present: Hon. Thomas M. Pelly of Washington, and John M. 
Drewry, counsel. 

Mr. Totierson. Our committee will come to order. 

For the sake of the record now may I say that this is a special sub- 
committee of the Merchant Marine and Fisheries Committee of' the 
House of Representatives. We are here to make a survey of our ship- 
yard facilities, and to inspect those shipyards together with reserve 
shipyards, and to inspect our United States merchant marine laid-up 
fleet. 

The committee will hold hearings up and down the Pacific coast. At 
the same time another special subcommittee will conduct similar 
hearings and make similar surveys and inspections on the east coast, 
and on the gulf coast. 

The committee is, of course, extremely interested in the matter of 
employment in our shipyards and in the economic aspects of the ship- 
yards, but both of those aspects stem from our primary concern, 
which is national defense. 

Prior to World War I and World War II we neglected our merchant 
marine. As a consequence, of course, we neglected our shipyards, 
and when those wars broke out we found ourselves short of the ships 
necessary to carry our military personnel and material to the war 
fronts. 

We hope as a committee we can convince Congress and the American 
public that the American merchant marine is actually the “fourth arm 
of defense” and definitely essential to any wartime program. Wedon't 
want to see again a situation where our shipyards are closed, or a 
situation where the shipbuilding skills are dissipated so that in the 
event of an emergency we would once again be caught short at a 
terrific cost to our Government, not only in dollars but in American 
lives lost. 

We are convinced that both wars were prolonged simply because we 
didn’t have an adequate American merchant marine. 

As a committee we want to do everything that we can to prevent 
or forestall a reoccurrence of the experiences of World War I and 
World War IT. 
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| micht just add another thought so tha t everybody will understand 
fully our objective—rather, I should say objectives. In addition to 
forming ourselves factually by an inspection of the shipyards and 


reserve fle tS and through testimony Ww hich w \] be presented to us at 


our various hearings, we want to use our hearings as a medium of in 
for! ¢ the public and selling the public o the importance of 
c idequate American merchant marine. 

We ive with us todav al umber of witl a and then we have a 
C4 pie of very dist neuished ouests, whom | S houl like to introduce 
1¢ ou. () e s Mr. Le rt) R. Sanford, pres dent of the Shipbuilders 
Cow of America, who is here because, of course, he is interested im 
tu! program. Mr. Sanford, will you just stand up and make yourself 

own? Weare happy to have you here. 

| en we have (¢ apt. a R. Topper, ot MSTS for the North Pacific 
trea. Would you stand, sir, and take a bow? 

We are most hap} »y and pleased ae you could come here today. 
When the committee announced that it would hold hearings and make 


inspections and surveys on all coasts, we were immediately invited 
to come to ne attle by the Congressman from the First District, Mr. 
Pelly. Mr. Pelly } has informed the committee that he has a statement 
which he v he lil Ke tO present and pursuant to our] ormal procedures 
in Washington, D. C., we will ask Mr. Pelly, who is sitting with us, 
Lo present his statement, if he will. 


TESTIMONY OF HON. THOMAS M. PELLY, A MEMBER OF CONGRESS 
FROM THE STATE OF WASHINGTON 


Mr. Petry. Mr. Chairman and members of the subcommittee, in 
view of my having requested the gentleman from Washington, Mr. 
Tollefson, « hairman of this great House Merchant Marine and Fish- 
eries Committee, to hold this hearing in Seattle, I want first to express 
ovreat appreciat ion to the chall man and members of this subcommittee 
for being here today. 

I understand the subject of passenger service to the Territory of 
Alaska will be taken up next Monday. At that time, Mr. Chairman, 
] hope to have the op portunity of testifying because the recent action 
of the Alaska Steamship Co. in discontinuing transporting passengers, 
in my opinion, will have a most unfavorable and unfortunate effect 
on Seattle and even more so on the Territory of Alaska. 

As to the matter under consideration this afternoon, namely, ship- 
ping and ship construction, I would like to comment brie fly. 

The members of this committee are fully aware of the fact that 
American industry and American security are dependent on a strong 
American merchant marine. 

Following World War II, foreign-flag fleets were depleted. The 
merchant fleets of our enemies were nonexistent. Today these foreign- 
flag vessels are in process of driving our American merchant ships ‘off 
the seas. The shipbuilding industry overseas has a 2-year backlog. 
Last July, England had 120 American vessels under construction, 
Germany 58, Japan had orders for 39, and Holland was building 22. 
France bad « on order 12, and Belgium and Sweden each 10. In . 
not a single new contract for the building in this country of : a seagoing 
merchant ship was signed. 
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Meanwhile we had a Government-owned war-built reserve fleet of 
ap proximate Ly 2,000 vessels, of which about 1,500 were slow Liberty- 
type ships. Shipping interests and the Maritime Administration 
hoth have been transferring ships to foreign registry where the operat- 
ing costs per ship average more than $20,000 a month less than high- 
standard American ships. 

The Merchant Marine Act of 1936 provides for an operating differ- 
ential subsidy. As I understand it, over an 11-year period this sub- 
sidy differential amounts to a $35-million-per-year average, but recap- 
ture provisions from ship operators profits returned an average of 
%32 million annually—so the Federal Government’s cost has only aver- 
aged $3 million per year. During this same period of 11 years, I am 
informed the Government has paid out $71 million in construction 
subsidies. 

If we compare these figures with subsidies to agriculture, they ap- 
pear very modest. But when we consider that to obtain an adequate 
merchant marine during World War II, we spent $12 billion, the 
economy of maintaining during peacetime a sufficient fleet of speedy 
modern ships is obvious, 

During the past few years, in order to sustain a minimum mobiliza- 
tion defense need of ship construction facilities, the N: avy has allo- 
cated certain of its work to private yards. With the necessity of like- 
wise maintaining public naval shipyards, this has meant spreading 
the work very thin. 

As the members of the committee know, a healthy shipbuilding and 
repair industry and the successful operation of an active and ade- 
quate fleet of ships on the high seas go hand in hand. So first of all 
we have to be able to compete with foreign competition. To do this, 
we have to have cargoes and we have to have modern ships. 

Through the action of the 83d Congress and administration support, 
there has been some progress. I certainly commend the chairman 
and members of the House Merchant Marine Committee for their 
part in this progress. The 50-50 cargo bill was most encouraging. 
Likewise, legislation to stimulate private construction of tankers and 
other vessels. The $12 million appropriation for reserve fleet re- 
pairs is also helpful. 

The Maritime Administration estimates it will cost $500 million 
a year—$400 million in construction allowances, the balance in oper- 
ating subsidies—to maintain American merchant marine and Ameri- 
can shipyards. 

From a military viewpoint, it appears necessary. That is some- 
where near what we spend on naval construction every year and cer- 
tainly a Navy is not going to do us much good unless we have a mer- 
chant marine; and vice versa. 

I have read with great interest the committee’s preliminary report 
on the MSTS operation. If the committee has not already undertaken 
a continuing study of the more comprehensive problems of the policy 
and problems of our entire maritime and ship construction industries, 
[ sincerely hope it will do so. 

I believe I speak for the management and employees of both in 
urging that overall legislation be directed toward a stable workload, 
rather ie peaks and valleys. I believe I speak for the American 
people in urging that under present world conditions an adequate 
program even at substantial annual cost is essential. 
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In conclusion I thank the committee for myself and my constit- 
uents of the First Congressional District for the opportunity to appear 
in support of governmental legislation to aid and sustain our shipping 
and shipbuilding industry. 

Mr. Totuerson. Thank you very much, Mr. Thomas M. Pelly. 
While you are not a member of the Merchant Marine and Fisheries 
Committee of the House, we on the committee know of your interest 
and activities in behalf of the American merchant marine and we 
appreciate your being with us today to offer your comments. 

I have neglected to introduce to you people the members of the sub- 
committee. Of course the names out in front indicate who they are, 
but just to make it formal, we have Congressman William S. Mailliard, 
from San Francisco; Congressman John J. Allen, Jr., from Oakland, 
and John M. Drewry, our counsel: Congressman John F., Shelley, 
from San Francisco, and Congressman Don Magnuson, from the State 
of Washington. 

Now, I want to say at the outset that if there are any witnesses whose 
names I do not. call, feel ame to offer your testimony after we have 
called our list of witnesses, and I would appreciate it very muc h if the 
witnesses who do testify ni | be able to present copies of their pre- 
pared statements, if they have them, to Mr. Drewry, enough for the 
members of t he committee, and one for counsel. 

If you don’t have prepared statements, of course that does not pre- 
clude your testifying. We want to hear from you. 

Our first witness is Mr. Donald E. Kokjer, assistant manager of 
Grace & Co., representing as chairman of the maritime division, the 
Seattle Chamber of Commerce. 

Mr. Koxser. Thank you. 

Mr. Toutterson. Just be seated and proceed with your statement. 


TESTIMONY OF DONALD E. KOKJER, ASSISTANT MANAGER, 
GRACE & CO. 


Mr. Koxser. Chairman Tollefson and gentlemen of the commit- 
tee, I would like to take this opportunity on behalf of the Seattle 

Ch: unbe r of Commerce to we ‘le OMe YOu all to Se: ittle. W e hi ave gone 
so far as to even have the United States Weather Bureau h: andpick the 
day for you. 

I have a statement that I would like to make on behalf of the Seattle 
Chamber of Commerce in connection with this hearing, to the extent 
that we would like to offer in testimony what the maritime division 
of the chamber of commerce has done in the way of objective work 
in connection with this subject, or what we think is ob jective work, 
during the past year. I would like not to take up too much time. It is 
rather a lengthy statement. If you don’t object, I would like just to 
brief it 

Mr. Totterson. Well, I may say to you and to all of the other wit- 
nesses that. if they wish they may present their written statements for 
the record and then speak off the cuff if they want to. 

Mr. Koxser. Well, I would prefer to do just that, because I think 
the written statement more or less spe “aks for itself. 

The Seattle Chamber of Commerce, of course, has always been in- 
terested in maritime affairs, Seattle and Puget Sound being one of the 


a 
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principal maritime regions of the United States. As such, we, of 
course, have always stood right behind the shipbuilding industry. 
We have always offered services to all of the vessels of the world, and 
we have tried to carry on trade with the world to the extent that our 
Northwest economy dictates. 

I think it would be well to say at this point that few of us recall 
exactly what the Merchant Marine Act of 1936 really meant. It 
meant, in effect, and I offer in testimony the essence of it, and some- 
thing that the chamber of commerce has stood behind and wants to 
stand behind in the future, and hopes that this committee will be able 
to assist in the furtherance of the basic reasons for that 1936 Merchant 
Marine Act. 

Let me just read the first part of this. I won’t go into detail. I 
think, however, that it is very important in the conduct of the rest of 
the hearing to the extent that it is basic. 

The following is the position of the Seattle Chamber of Commerce 
as declared in the various resolutions adopted by the board of trustees 
on the dates noted: 


RESOLUTION, JUNE 23, 1953 


The Seattle Chamber of Commerce favors and supports the following declara- 
tion of national policy respecting our merchant marine, as set forth in the 
Merchant Marine Act of 1936: 

“Tt is necessary for the national defense and development of its foreign and 
domestic commerce that the United States shall have a merchant marine (a) 
sufficient to carry its domestic waterborne commerce and a substantial portion 
of the waterborne export and import on all routes essential for maintaining the 
flow of such domestic and foreign waterborne commerce at all times; (b) capable 
of serving as a naval and military auxiliary in time of war or national emer- 
gency; (c) owned and operated under the United States flag by citizens of the 
United States insofar as may be practicable; and (d) composed of the best 
equipped, safest, and most suitable types of vessels, constructed in the United 
States and manned with a trained and efficient citizen personnel. It is hereby 
declared to be the policy of the United States to foster the development and 
encourage the maintenance of such a merchant marine.” 

In keeping with this merchant-marine policy of the United States, the Seattle 
Chamber of Commerce further urges: 

A. The continuation of such shipbuilding and ship-operating parity payments 
authorized by the act as are deemed necessary to maintain a strong and active 
American merchant marine capable of carrying one-half of the waterborne foreign 
commerce of the United States. Such payments should be limited to a degree 
necessary to place the American merchant marine on a parity with merchant 
fleets of other nations, and should not result in an advantage over such foreign 
fleets in the items included in the parity program. 

B. The retention in all foreign aid and similar acts of the provision designed 
to divide the routing of aid cargoes equally between the American merchant 
marine and merchant fleets of nations receiving the aid cargoes. 

©. Prompt and effective action by the United States Department of State to 
prevent acts of discrimination by other nations against merchant vessels or 
commercial aircraft of the United States. 

Similarly, all departments of the United States Government whose functions 
touch upon our foreign commerce are urged to give equal treatment to all mer- 
chant ships and commercial aircraft of all flags, except in those cases where 
other action is dictated by developments in the international relations of the 
United States and is authorized by the Department of State; or where such other 
action is the result of discrimination against United States vessels or aircraft, 
and is for the purpose of correcting such discrimination. 

D. The routing of all cargoes and passengers under control of the Department 
of Defense and other departments via privately owned merchant vessels utilizing 
commercial terminals; and the handling of all Government shipbuilding, marine 
repair, purchases, and tug and barge operations in private facilities, except where 
such routing or handling would affect adversely the security of the United States. 
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To this end, a reevaluation should be made at the highest Government level 
of the present size and operations of the Military Sea Transportation Service 


of the Department of Defense, with the objective of limiting the activities of 


that Service to the degree required fé r the security of the United States 
E. Prompt and effective action by the Federal Maritime Administration and 
the Interstate Commerce Commissi« to rehabilitate the domestic coastwise and 
intercoas steamship services; and encourage their development along with 
other modes of transportation, according to the inherent advantages of each, as 
provided for in the national transportation policy. 
Recognition should be given to the fact that the coastwise and intercoastal 


steamship services of the United States though basically service domestic com- 

erce, contribute vitally to the welfare of foreign commerce Vessels in these 
trades provide our only water transport to Alaska, Hawaii, and Puerto Rico; 
orts from the United States. Further, the vessels in these 














trades bring commerce to United States ports providing a fourth to a third of 
total por evenue These revenues make possible the modern port facilities of 
the United States, so essential to our commerce and defense. 

F. Su l tion necessary by dustry, labor and Government deemed 
ect to insure that an adequate American merchant marine will continue to 
be available to serve the domestic and foreign conimmerce of the United States; 
apable of handling at least one-half of our foreign commerce; and to act as 
an effective stabilizing force in domestic and international transport. 





RESOLUTION, JUNE 23, 1953 


rhe Seattle Chamber of Commerce urges the 83d Congress to enact 8S. 1881 
and H. R. 4731, which bills require waterborne cargo or passengers under the 
control of the United States to be transported in privately owned and/or oper- 
ited vessels documented under the laws of the United States to the extent of 
the capacity and ability of such vessels to perform the services required and 


at fair and reasonable American rates and charges. 


RESOLUTION, JUNE 17, 1954 


rhe Seattle Chamber of Commerce urges the &3d Congress to enact H. R. 9253 
ithorize a program for the construction in American shipyards of 60 cargo 


irgo-passenger ships per year, 
SUPPORTING STATEMENTS 


H. R. 9253 was introduced by Congressman Tollefson May 24, 1954, to authorize 

merchant ship construction program in American shipyards. This bill calls 
for a program to construct 60 cargo and cargo-passenger ships per year of such 
types as the Secretary of Commerce shall determine to be necessary for the 
effectuation of the policy of the Merchant Marine Act of 1936 as amended. 

America’s existing commercial fleet (mainly built during World War II) is 
rapidly approaching obsolescence. A regular and orderly plan to replace these 
vessels is vital, not only to keep the American flag on the high seas but also for 
our Nation’s defense. Eighty-three percent of all UnitedStates privately owned 
tuunage was built during the last war, and only 9 percent since the war. The vast 
majority of ships will require replacement between 1963 and 1966. If we wait 
until block obsolescence compels these replacements, we will find that our ship- 
yards will have closed in the meantime for lack of business to sustain them. 

Not a single passenger-cargo or dry-cargo ship has been laid down in any ship- 
yard of the United States during the current year. The continued operation of 
the shipyards and the maintenance of a labor force with the skills necessary to 
construct ships needed in an emergency are vital to the defense of the United 
States. 

This bill is in line with the problem laid down by Under Secretary of Commerce 
for Transportation Robert B. Murray. It is also approved by Rear Adm. Wilson 
D. Leggett, Jr., Chief of the Bureau of Ships. 
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RESOLUTION, JUNE 17, 1954 


The Seattle Chamber of Commerce urges the 83d Congress to enact H. R. 9252 
to provide a national-defense reserve of tankers and to promote the construction 
of new tankers. 

SUPPORTING STATEMENTS 

H. R. 9252 was introduced by Congressman Tollefson on May 24, 1954. 

This bill would amend the Merchant Marine Act of 1936, as amended, and 
would authorize the Secretary of Commerce, until July 1, 1958, to acquire a 
national-defense reserve of tankers in exchange for a credit allowance to be 
applied upon the purchase price of new tankers, with the following provisions: 

1. Not less than 130 gross tons. 

2. Not less than 10 years old. 

3. Owned by citizens of the United States of America. 

4. Is in satisfactory condition upon delivery. 

It also authorizes the Secretary of Commerce to pay the cost of national- 
defense features incorporated in any new tankers constructed. 

Favorable action on this bill would result in a much-needed stimulant for the 
shipbuilding industry and provide the United States with a speedy modern fleet 
of tankers for use during a national emergency. 

The Seattle Chamber of Commerce reaffirms its position as heretofore stated, 
with particular emphasis on the necessity for a Federal program of shipbuild- 
ing and ship repair which will guarantee constant readiness of skilled manpower 
and private shipyard facilities in the Puget Sound area. 

Mr. Koxser. Now, I think, gentlemen, that that is exactly what 
we are here about, and I do hope that this hearing will add to the 
economy of the Northwest, will add to the American merchant marine, 
and will help the defense of the United States. And, gentlemen, I 
thank you for being here to listen to all of us. 

Mr. Touirrson. Well, Mr. Kokier, we appreciate your comments, 
and we appreciate also the fact that the Seattle ( ‘hamber of Com- 
merce has given our committee a lot or moral support in the problems 
that confronted us in the past. 

We are grateful that throughout the Nation there are individuals 
and organizations who want to help carry out the objectives and the 
policy of the 1936 Merchant Marine Act, as you have read it. 

Do any other members of this committee have any comments, or any 
questions of Mr. Kokjer ? 

Mr. Atuten. Mr. Kokjer, it seems to me that some years ago Grace 
& Co., the Grace Lines had four rather beautiful passenger ships run- 
ning from Seattle and south through the Panama Canal to New York. 
[ take it you remember those ships 

1 think it would be worthwhile to point out that when the war 
started, those four ships were ‘available as troop transports within a 
matter of hours, because they were in the intercoastal trade; that is 
true, 1s 1t noté 

Mr. Koxsrr. They had been withdrawn from the intercoastal trade, 
Congressman Allen, but they were in operation in the foreign trade 
of the United States then, at the time the war started, and they were 
immediately available. 

Mr. Auten. While they were not intercoastal in the strict sense, 
they were intercoastal from the east coast of our country to the 
west coast of South America ? 

Mr. Koxser. That is correct. 

Mr. Atten. Thank you. 

Mr. Totterson. Are there any other questions? 
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Counsel just called my attention to a portion of your statement, a 
resolution of the chamber of commerce, urging the 83d Congress to 
enact legislation to provide a national-defense reserve of tankers, and 
to promote the construction of new tankers. 

Well, that legislation has been enacted into law, and the program 


is under way. sids have been asked = in some instances. 
Then, another resolution back a year ago—more than a year ago— 
urging Congress to enact legislation whi sh would require waterborne 


cargo and passengers under the control of the United States to be 
transported in privately owned and operated vessels documented 
under the laws of the United States. 

We appointed a special committee, the MSTS subcommittee, which 
has held extensive hearings on this subject, and eventually, of course, 
will come up with a report, which I understand is in the process of 
being prepared now. 

I might say to you that the committee was instrumental in support- 
ing and having ap proved by Congress the so-called 50-50 legislation. 
which provides that 50 percent of all of our cake aid and relief 
cargoes shall be carried in American-flag bottoms. 

Of course, the chamber of commerce supported that legislation 
vigorously, and we appreciated that. 

Thank you, Mr. Kokjer. 

(Witness excused.) 

Mr. Touiterson. Our next witness is Mr. Lloyd C. Fleming, Pacific 
coast director, Federal Maritime Administration, United States De- 
partment of Commerce. 

We welcome you to the committee, sir, and may I say to you what I 
said to the previous witnesses: If you want to file your statement and 
make a statement off the cuff, you may do so. 


TESTIMONY OF LLOYD C. FLEMING 


Mr. Fueminc. Well, Mr. Chairman, it is an honor to be here as a 
representative of the Martime Administration. and I, too, want to take 
the opportunity to welcome all of you to the Pacific coast. Some of 
you are from the Pacific coast, but we welcome this opportunity, and I 
welcome the opportunity of going along with the committee on some of 
their tours during the balance of their time on the west coast. 

If it is all right with you, Mr. Chairman, I think it might be well 
for me just to read the statement. It.won’t take but a few minutes, 
and that will probably serve to take care of things. 

Mr. Totuerson. Whatever you wish to do, sir. 

Mr. Fremine. Thank you. 

Immediately following the cessation of World War II a leveling 
off action took place in the tremendous worldwide movement of mer- 
chant vessels and auxiliary combat vessels previously required in the 
ware ois and it became evident that planned programs for the with- 
drawal of excess tonnage into suits able reserve fleet areas would be 
re eine As a result of surveys and in coordination with the military 
and other agencies of the Government a decision was made by the 

yredecessor agency, the United States Maritime Commission, to estab- 
ish 8 primary national reserve fleets throughout the United States 
and distributed in each of the 3 main coastal areas. It was decided to 
establish 3 of these national reserve fleets on the Pacific coast. 1 each 
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in the San 7 ancisco Bay area, the Columbia River area, and the Puget 
Sound ar 

Many sites and suitable places for anchorage purposes were exam- 
ined, tested, and either proven satisfactory or eliminated from consid- 
eration. In the Puget Sound area, it was finally determined that the 
most suitable location for the estab lishment of a reserve fleet, both 
from the standpoint of economy, availability of qualified manpower, 
deep water, fitness for immediate dispersal of vessels in the fleet in case 
of emergency and other important practical and administrative condi- 
tions, was Budd Inlet located at Olympia, Wash. 

This site can easily accommodate up to 450 vessels without any 
dredging or extraordinary expenditure of funds. In the (¢ ‘olumbia 
River area, several suitable sites were available but the cost for the 
preparation of the sites to receive large vessels, such as dredging, shore- 
side facilities, transportation, and other essentials mentioned above as 
applied to the Olympia Fleet site forced the United States Maritime 
Commission to finally designate the area known as Cathlamet Bay, 
adjacent to Tongue Point, some 4 miles east of the city of Astoria, 
Oreg., on the Columbia River, as a fleet site. A basin was dredged 
in this area, and a shoreside establishment constructed, consisting 
of docks, warehouse, office building, and access road to fleet site, that 
provides for the efficient preservation of a fleet of approximately 220 
vessels. 

Both the reserve fleets are identified, respectively, as the Olympia 
and Astoria National Reserve Fleets. At present, 126 vessels are 
located in Olympia and 214 vessels in Astoria, primarily composed of 
World War II vessels of the commercial cargo and auxiliary military 
support types such as Libertys, Victorys, C—-4’s, and so forth. 

{n addition to warbuilt vessels, there has been withdrawn from 
service during recent months several newly built Mariner-type vessels ; 
five of these vessels are now laid up in the Olympia Reserve Fleet. 

So as not to extend this statement beyond reasonable limits, there 
is attached hereto, among other supports, a short résumé reflecting the 
basic statutory clause in the Merchant Ship Sales Act of 1946, as 
amended, providing for the establishment of national-defense reserve 
fleets and including the method for proper preservation and mainte- 
nance of each vessel withdrawn from service and placed in these fleets. 
The importance of this reservoir of reserve vessels is so fresh in the 
minds of everyone due to the cameiiiatleas of the Korean conflict that 
[ only refer herein to the fact that some 600 types, some 600 vessels of 
various types, including the important fast Victory vessels, were with- 
drawn during this conflict from our fleets to aid and support the 
military. 

I am attaching hereto additional supporting data and _ statistics 
relating to each of the national reserve fleets located in the Pacific 
Northwest which will provide the committee with facts as to the 
number of vessels presently located in each fleet and other material 
that will ot beneficial in subsequent studies. 

Long-range technical planning has gone into the current basic pro- 
gram for the preservation and maintenance of the vessels in these 
fleets. Constant emphasis is placed upon the ultimate in preservation 
at the lowest economical cost consistent with the highest standards 
of engineering techniques. It had long been recognized that one of 
the important parts of each vessel was being slighted in the overall 
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preservation and maintenance program because of our inability to dry- 
dock our vessels frequently for underwater cleaning and coating, thus 
inviting active corrosion and deterioration that could make a farce 
out of extensive preservation and maintenance of topside and ma- 
chinery areas, with the underwater areas receiving no attention. 
Thus, 1t was necessary to conduct many studies and technica] surveys 
in coordination with other Government agencies and private industry 
to develop some reasonable method of underwater preservation that 
would not require periodic drydocking with its tremendous attendant 
costs. 

For several years extensive tests have been going on, and we have 
now developed a method of underwater control through utilizing 
direct. electric current which Is commonly called cathodic protection. 
During the visits this committee will make later this week to our 
Olympia Reserve Fleet and next week to the Astoria Reserve Fleet, 
the technical details of the cathodic underwater protection system for 
the stoppage of active corrosion and the prevention of future corrosive 
deterioration will be fully explained. 

I just want to touch briefly on the importance of those vessels in 
our national reserve fleets which are now being utilized to assist in 
a domestic economic problem and thus in the national interest. <Ar- 
rangements were made at the Washington level for the utilization of 
L, berty type vessels in several of our national reserve fleets for the 
storage of surplus grain; 43 vessels in the Olympia Reserve Fleet and 
ST vessels in the Astoria Reserve Fleet are now loaded with grain 
consisting of approximately 6,000 tons per vessel. On the basis of 
current formula, the 43 vessels at Olympia contain 9,853,176 bushels 
or 263.934 tons of wheat: the 87 vessels at the Astoria Reserve Fleet 
contain 19,955,027 bushels or 534,771 tons of wheat. 

\ program of fumigation, ventilation, and constant inspection to 
control contamination and other destructive factors, 1s effectively fol- 
lowed by the Maritime Administration’s fleet staffs in coordination 
with a technical staff assigned to each of the two fleets mentioned 
above by the Commodity Stabilization Service of the Department of 
Agriculture. 

Careful dispersal plans and programs for each of these two im- 
portant fleets have been worked out for immediate movement of the 
vessels to other anchorage areas in case ot national emergency for the 
purpose ot controlling and curtailing destructive possibilities, 

A highly technical supervisory staff of trained deck and engine 
officers together with specialists in mechanical fields and personnel 


expel enced 11 preservation programs are maintained at each fleet 
under the supervision ot a pract eal and 1 uuned fleet superintendent, 


as shown ll detail on the attached supporting schedule. 
REGARDING MARITIME RESERVE SHIPYARDS 


To meet the ¢ mergency requirements of World War a. it was neces 
sary to build many types of cargo and military support semicombat 
vessels throughout the United States in shipyards hastily constructed 
for the purpose. The former United States Maritime Commission 
was the agency through which the vast shipbuilding program was 
effected, and as a result some 5.000 vessels were constructed to aid 
in the prosecution of the war. Toa great extent these vessels were 
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of a prototype or standard type of vessel, such as the Liberty- and 
Victory-type vessels, in order to expedite the building and final de- 
livery for active service. 

In constructing the various shipyards throughout the Nation, some 
yards were given special attention to provide for permanent basic 
construction to last for many years. 

Subsequent to cessation of World War II and based on historical 
and construction factors, and in coordination with the military and 
other Government agencies, the Maritime Commission designated four 
ship construction yards as national reserve shipyards to be retained 
in Inactive status for immediate reactivation in case of a national 
emergency. 

One such national reserve shipyard is located at Wilmington, N. C 
The other 3 reserve shipyards are located on the Pacific coast—1 each 
at Richmond and Alameda on San Francisco Bay, and at Vancouver, 
Wash., on the Coluinbia River. These four shipyards were selected 
because of the permanent type of construction in each yard and the 
facilities available in these yards for the immediate construction of 
several types of vessels consistent with technical advances made in 
ship construction and the standard designs that would be developed 
for the support of another national emergency. 

The national reserve shipyard at Vancouver, Wash., is a fully 
equipped ship construction plant located on land consisting of 263 
acres with a water frontage along the Columbia River extending about 
2 miles. 

During World War II there were constructed in this yard 133 ves- 
sels, utilizing a total of 13 ship construction ways. 

As this statement is limited to facilities in the Pacific Northwest. 
I am attaching hereto some supporting statistical data pertaining to 
the Maritime Vancouver Reserve Shipyard, for the use of the com- 
mittee in considering this important defense plant in relation to the 
overall program of national defense and mobilization requirements. 
Similar information will be supplied to the committee in relation 
to the reserve shipyards in the San Francisco Bay area when subse- 
quent hearings are held in that city. 

After long study and technical development of preservation and 
maintenance processes, there has been established a practical basic 
program for the effective maintenance and preservation of buildings, 
eee ep all other areas in each reserve shipyard So that each 
such yard can be promptly reactivated in case of emergency without 
long del: avs incident to construction factors that caused so much con- 
sternation when World War II broke in December 1941. 

The Maritime Vancouver Reserve Shipyard, although a very large 
plant, is presently under partial lease to the Air Force and to the 
Bonneville Power Administration. Both of these leases require each 
of the above agencies to maintain the areas and machinery under lease 
to the same high standards required in the basic program. 

It has been estimated that the Vancouver Reserve Shipyard could 
be reactivated and placed in position to start actual construction of 
new emergency vessels before steel could arrive and technical ship- 
building staffs employed. As a result of the terrific floods e xperienced 
in 1948 on the Columbia River, and also through the deterioration al- 
ways attendant to wooden structures submerged in water and subject 
to weathering conditions of a river, the building w: ays would have to be 
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reconstructed in their entirety for active ship construction. Similarly, 
the long outfitting dock facing the river would have to be repaired. 
However, this work could go along on a concurrent basis consistent 
with the time elements involved to place the yard in active operation 
and the arrival of steel from steel mills. 

In order to curtail this statement within reasonable limits, it is 
trusted that the attached data will be of assistance, and it is understood 
that the committee has already been furnished with considerable basic 
information regarding the Maritime Vancouver Reserve Shipyard as 
well as the other shipyards mentioned herein. 

I shall be very glad to give additional information that the commit- 
tee may desire, both from my own personal knowledge and from 
statistical data that I have available here, or at San Francisco, that 
would add to the record being established by the committee as it relates 
to both the national reserve fleets, as well as the national reserve ship- 
yards. I understood that the committee desired information from 
me as a witness for the Maritime Administration concerning problems 
only with the reserve fleets, reserve shipyards and warehousse, and 
therefore I have not included in this statement any data relating to 
ship repair problems. 

The warehouse end of it will come up when we get to San Francisco, 
where our warehouse is located. 


REGARDING THE NATIONAL-DEFENSE RESERVE FLEET 


Section 11 (a) of the Merchant Ship Sales Act of 1946, as amended, 
provides in part as follows: 

The Commission (former United States Maritime Commission) shall place in a 
national-defense reserve (1) such vessels owned by it as, after consultation with 
the Secretary of War and the Secretary of the Navy, it deems should be retained 
for the national defense, and (2) all vessels owned by it on June 30, 1950, for the 
sale of which a contract has not been made by that time, except those determined 
by the Commission to be of insufficient value for commercial and national-defense 
purposes to warrant their maintenance and preservation, and except those vessels, 
the contracts for the construction of which are made after September 2, 1945, 
under the provisions of the Merchant Marine Act, 1936, as amended. * * * Un- 
less otherwise provided for by law, all vessels placed in such reserve shall be 


preserved and maintained by the Commission for the purpose of national 


defense, * * * 


The Joint Chiefs of Staff have established the minimum national- 
defense requirements of merchant shipping at a level in excess of the 
total number and tonnage of vessels currently available under the 
American flag or under effective United States Government control. 
Accordingly, all vessels in the Administration’s reserve fleets, which 
are in a condition that warrants permanent preservation for national- 
defense purposes, are being retained in the reserve fleets. 

The cost of duplicating the 2,092 reserve fleet ships at today’s con- 
struction costs would exceed $6 billion, not to mention the tremendous 
unounts of steel and other critical materials, manpower, and plant, 
productions, and the lapse of vital time necessary to build a new fleet 


In an emergency. 


REGARDING THE PRESERVATION PROGRAM 


Ships in the Maritime Administration’s reserve fleets are preserved 
by the so-called oil and grease method by Maritime Administration 
personnel at the fleet sites. The method consists of the application 
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of oil or grease to all machinery other than electrical, spraying the 
interiors of the ships with a preservative oil especially compounded 
to penetrate rust and scale and to prevent further corrosion, spraying 
the exteriors of the hulls above the waterline with a mixture of pre- 
servative oil and paint, and treating the windings of all electrical in- 
stallations such as motors, generators and controls with an insulating 
varnish containing a fungicide. 

The color compound mixed with preservative oil for application 
over the exterior surfaces of the hulls is used for two principal pur- 
poses; first, to increase the weather resistance of the preservative oil, 
and, secondly, to improve the appearance of the ships. Red iron oxide 
pigment is used because it is the lowest cost pigment possessing high 
color strength and stability. Its color is not identical to and should 
not be confused with the color of rust. 

After ships have been preserved, it is necessary to periodically re- 
new the preservation. This is known as recurring preservation and 
is performed on the various parts of the ships at established intervals 
ranging from 6 months to 5 years, depending upon the type of part 
and the known life of the preservative used. 

This method of preservation lends itself to quick reactivation of the 
ships, as demonstrated during the hostilities in Korea when ships were 
withdrawn from reserve fleets and prepared for sea voyages in as little 
as 7 days. 

In addition to the aforementioned preservation of the above-water 
exterior and interior portions of the ships, it is also necessary to pro- 
tect the submerged portions of the hulls against the corrosive action 
that would occur in those areas. 

When direct electrical current is caused to flow to the underwater 
surface of a ship, it will, if applied in the proper quantity, prevent 
corrosion. This method of corrosion prevention is called cathodic 
protection. 

Cathodic protection at the Pacific coast fleets is accomplished by the 
use of impressed current, wherein alternating current from commer- 
cial sources is converted to direct current by the use of rectifiers. The 
direct current is introduced into the cathodic system through graphite 
anodes and thereafter the direct current passes through the water to 
the hulls, where it neutralizes the natural electrochemical reactions 
which cause corrosion. 


OLYMPIA RESERVE FLEET HISTORICAL DATA 


This location was selected early in 1946 for a temporary anchorage 
to hold ships that were taken out of service in the Puget Sound area 
until the authority of the Maritime Commission to sell ships under 
the Merchant Ship Sales Act of 1946 expired. Those not sold at that 
time were to be towed to the permanent reserve fleet anchorage in the 
fresh water of the Columbia River, near Astoria, Oreg. 

In November of 1949, when it was determined that the underwater 
hulls of ships in salt water could be protected against corrosion by 
the cathodic method, this anchorage was designated a permanent 
reserve fleet anchorage. 

The shore facilities at this location consist of a wooden pier, parking 
lot, and part of a wooden building leased from the Olympic Port 
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Facilities Commission for $1,200 per year, with the understanding 
that the Maritime Administration must be responsible for any repairs 
and upkeep that the Maritime Administration finds necessary. 

While these facilities were deemed satisfactory for temporary use, 
the Maritime Administration believes that the wasting of the pier 
structure will render it unsafe for further use in the near future. 
The lease for the use of the property can run to 1971 at the option ot 
the Maritime Administration and permits the building of a new pier 
and buildings on the property. 

The cathodic protection System at this fleet is now being installed 
under contract with a private engineering firm and should be com 
pleted about November 20, 1954, at a total estimated cost to the 
Government of $270,000. 

At the request of the ¢ ‘ommodity © redit Corpor: ition the Maritime 
Administration has made 43 Libe rty s] hips in this fleet available for 
the storage of orain. 

Each of these ships now holds about 229,000 bushels. It is expected 
that the grain will remain in the ships for approximately 2 years. 
The Commodity Credit Corporation has made funds available to the 
Maritime Administration to cover all expenses involved in removing 
the ships from the fleet, towage, preparing the ships for grain, loading 
the ships, and returning them to the fleet. Similarly Commodity 

Credit Corporation funds will pay for such care as is necessary while 
the grain is in the ships in the fleet and the expenses of discharging 
the ships and returning them to the fleet. 

The Olympia Reserve Fleet, Olympia, Wash., consisted of 126 ships 
as of Se pte mber 13, 1954. 

The following table indicates: 


Olympia reserve fleet—Personnel data 


Staff 

Fleet superintendent i beets ema SE 

Fleet engineer_— ho = ‘i 7 acti tc Mahl citi Sch ae eR 1 

Fleet captain natant schon apie eak steed sa Ma ernst pein a . 1 

Assistant fleet engineer s Si aera ea ie Se : 1 

Assistant fleet captain niece ; teebien 1 

leet electrician —_ sibel wudahinbibde ini solisslaenas Mk 
Office personne! : 

Administrative assistant _-_-_--_~_- ‘ ielimeniiiens sania _ 

Cole ks — 2aaseaeaan a» = — —_ 5 
Security force (including tug and patrol-fireboat crews) ___ J ei 16 
Tug, personnel boat, and barge crews aaa i ‘4 asia ed 9 
Maintenance personnel - cedars dick cence techie _ a raniaics 9 


Preser\ iti n force 
Shipkeepers sbeiciniam é soenencnibinees beta nenaiaae = , 
Electricians nae 7 caldcatiee tae 2 
Carpenter : : 5 wae 1 
Leaderman = i Listas ddeaiatacmediieleals * 5 
pg | ee = ates said climes ‘ — ae Pe 


IAEA ctesiencinisicstlaioaieg oialinsddinieteicaimacinsen tess wae lianas tscidetebicetit eae , 105 


ASTORIA RESERVE FLEET—HISTORICAL DATA 


— fleet location was selected as a permanent reserve fleet. anchor- 
age early in 1946. The water is fresh. The basin, which hasa capac- 
ity ew 220 ships, was dredged to a depth ne ‘essary to accommodate 
the ships. Both the dre dging and the ec onstruction of shore faciliities 
(road, parking lot, office building, and pier) were accomplished by pri- 
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vate contractors under the supervision of the Department of the Army, 
United a Corps of Engineers, at a total cost of $2,262,580. Land 
occ upied I »\ the shore establishment is owned by the Maritime Ad- 
ministration. Compact mooring arrangement in this basin makes it 
possible to board any ship in the fleet within a very few minutes from 
the pier and the portal-to-portal loss of productive time in the preser- 
vation force is the smallest of any of the eight fleets. 

Here, as in the case of the Olympia reserve fleet, the Maritime Ad- 
ministration has made Liberty ships available to the Commodity 

Credit Corporation for the storage of grain at the expense of the Cor- 
cae At present there are 87 grain-loaded ships in the fleet. 

Installation of the cathodic-protection system atl this fleet, under 
contract with a private engineering firm, is nearing completion and the 
cost of the system will be approximately $270,000. 

The Astoria reserve fleet, Astoria, Oreg., consisted of 214 ships as of 
September 13, 1954. 


Astoria reserve flect—Personnel data 
Staff: 
leet superintendent 1 
Fleet engineer ‘ a 1 
Fleet captain : 5: 1 
Assistant fleet engineer is 1 
Assistant fleet captain 1 
Fleet electrician 1 
Office personnel : 


Administrative assistant 1 
Clerks 5 
Security force (including tug and patrol-fireboat crews) 5 16 
Tug, personnel boat and barge crews ; ca Daal " 9 
Maintenance personnel . J 5 
Preservation force: 
Shipkeepers ee. s 3 
Electricians , 2 
Carpenter Sie : 1 
Leaderman ’ 5 
Fleet Workmen 59 
Total : ‘ ; 115 


SMALL CRAFT 


Kach reserve fleet is equipped with such small craft as is necessary 
to handle the movement of ships, materials, and personne 1, and to pro- 
vide a security-fire patrol of fleet waters. Barges fitted with genera- 
tors and compressors are also used to provide electric power and com- 
pressed air needed in the preservation of ships. The numbers of such 
craft assigned to each fleet were determined on the basis of size of 
each fleet in terms of ships at anchorage and personnel employed, but 
only the craft actually needed are kept in service. The principal 
craft assigned to the two Northwest Pacific coast fleets are as follows: 


med Of) ed ed 
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SUPPORTING STATISTICS RELATING TO MARITIME NATIONAL RESERVE SHIP- 
YARDS, WITH PARTICULAR EMPHASIS ON MARITIME VANCOUVER RESERVE 
SHIPYARD 


With the establishment of the four national reserve shipyards 
capable of immediate reactivation for the construction of merchant 
vessels in all categories and semicombat vessels for the military, basic 
po Jlicy has been broadened or changed to meet budgetary limitations 

and other current factors in relation to economical preservation of the 
shipyards in standby or inactive status. 

Maritime Administration policy to date has been not to maint in 
or repair any 100-percent overwater timber structures such as ship- 

avs and outfitting wharves and piers. However, plans are now 
bei 1” formulated and funds requested in our fiseal fn 1956 budget 
laa and from the Office of Defense Mobilization to P lace the four 
Maritime Administration reserve shipyards closer to a ready-to-go 
status. This work will include rehabilitation of shipways and out- 
fitting wharves and piers. 

The four shipyards mentioned in statement submitted to subcom- 
mittee are of vital importance tothe Maritime Administration’s mobi- 
lization period ship-construction program and heavy programs of 
ship construction are scheduled thereat from the commencement of 
the mobilization period. 

Further, during that period a number of new shipyards would be 


constructed at west-coast locations. The areas in which these ship- 
vards are located have been designated as areas of critical interest to 
the Maritime Administration because of its mobilization ship-con- 


struction program, and, therefore, by arrangement with the Federal 
Housing Administration it will not surrender Federal Government 
interest in any Government-controlled housing without consultation 
with the Maritime Administration. 

The policy of the Maritime Administration for the past several 
years has been to permit commercial industrial utilization of the ship 
vards or portions thereof through the medium of leases, provided the 
intended use will not interfere with the integrity of the shipyard and 
permit recapture in an emergency on 30 days’ notice. Several such 
leases have been consummated in the past. Curre ntly, permits granted 
to the Department of the Air Force and Bonneville Power Adminis- 
tration to use major portion of the Vancouver shipyard. Since 
deactivation this yard has been once severely inundated by the flood- 
waters of the Columbia River and less severely on several other occa- 
sions. While much flood damage was repaired, the yard still reflects 
some of the effects of these floods. 

The following will provide the committee with Vancouver ship- 
yard characteristics and statistics on the number and type of vessel 
constructed in World War IT, together with the staffing pattern and 
maintenance and preservation costs during the fiscal year 1954: 
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Area: {crea 
U. S. Maritime owned . 98.60 
Leased by Maritime —oeees Se aee 

Total . f ei i 263. 80 
Dry — 80 
Under water : . 14.00 
Total 2 . 263. 80 
Shipways (13): 
Size 1: 575 feet by 136 feet 
Size 12: 555 feet by 87 feet 6 inches 
Construction (type): Timber on woodpiles 
Crane piers at shipways (14): 
Size: 810 feet by 40 feet 
Construction (type): Timber and asphalt on woodpiles 
Outfitting docks (berths 6) : 
Marginal wharf: 60 feet by 3,150 feet 
Construction (type): Timber and asphalt on woodpiles 

Building areas: 1,452,290 square feet 

Yard inventory value (fixed assets, not including land values) : 

Buildings and structures $8, 047, 000 
Equipment (all types) 7, 010, 000 
Total - _ 15, 057, 000 

Chronology : 

Yard construction started January 1942 
lirst keel laid April 1942 
lirst launching July 1942 
Kirst delivery July 1942 
Ships constructed in yard 
ire nna Lé 
Ft I I 

2 EC2-S-C1 cargo 7, 187 441 6 56 if 

30 83-M2-K2 LST 27 9g 0) 

50 S4-S2-B B3 aircraft ier 10, 000 400) 65 

31 VC2-S-A P5 attack ro ansports 7, 750 455 3 62 

12 C4- S-A3 transports 12, 409 522 10% l 6 

8 C4-S-A4 cargo 10, 684 522 10% 71 6 

Present maritime employment in yard: 

Administrative abit 2 
Security ’ toe buiis - ine v 
Maintenance onias , i = 6 

Total . i 17 
Maximum employment, 1941—45_. ™ ‘ 38, 000 

Cost of yard maintenance, fiscal 1954: 

Personal services__- _— i $67, 965 
Other costs TLS ‘i 5, 054 
Total (not including reimbursables) . 73, 019 


Considerable work will have to be accomplished in this yard for 
reactivation, such as testing and repairing all underground utilities; 
water, gas, acetylene, oxygen and electrical underground systems, 
shipways, craneways, and outfitting docks, etc. The buildings in the 
Vancouver yard are in relatively poor shape. While they are struc- 
turally sound, much work will have to be done replacing siding, and 
so forth. 
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The anti ipated cost of react ivating the Vancouver shipyard is esti- 
mated to be shghtly in excess of $2 million. 
Mr. Toutterson. We want to thank you very much for your very 


cood statement, Mr. Fleming, and it is true that the committee does 
have formation in connection with the reserve fleets, but the com- 
mittee, this subcommittee, wanted to be brought up to date in connec- 


tion with that information. and then we. as individual members of the 


committee, wanted to view and inspect all of the facilities to satisfy 
ourselves, of course, as to their condition. 

Mr. Auten. Mr. Fleming, I understand that the Navy Department 
maintains some reserve fleets, and in connection with those fleets has 

5-year periodic survey and possibly repair program. 

Does the Maritime Board have any such program ¢ 

Mr. Fieminc. Well, they have just started under this new emer- 
gency ship-repair program bill that was just passed by the Congress 
at this last session—a program to bring out vessels for emergency 
repair, that is, repair of essential machinery and hull fittings on these 
vessels that would take time to do if a war developed or we had to pull 
them out in an emergency. We had an experience with that during 
the Korean program that taught us a very well built lesson, that a lot 
of these vessels that are in our reserve fleets have never been inspected 
on drydock; in fact, were never surveyed when they were delivered to 
the fleets by the military agencies, or t hrough circumstances, because of 
the number of vessels that were pulled into the various ports, imme- 
diately following the war in Japan. So that program is now under- 


i 
‘ 


We have our first four vessels on the west coast in shipyards at this 
very moment. The committee saw one of them, the steamship Claren- 
do he dow n here at the Todd vards this morning. That vessel is at this 
very moment being opened up, all of the machinery is being opened up 
for examination and determination as to what repairs are essential 
and should be done now, that will not have to be repeated again if the 
vessel is reactivated for active service, or will interfere with the 
preservation program at the reserve fleet. 

The other 3 vessels, 1 in Portland, 1 at San Francisco, and 1 at San 
Pedro, are in the same category at this minute. We will put out 
under this emergency program, this present emergency ship repair 
program, to perform essential repairs, some 50 vessels throughout the 
United States: 15, it is estimated, on the west coast. 

That is the first start of this type of program, Mr. Congressman, 
that has happened since the fleets were established. 

Mr. Auen. Is it contemplated, if you know, that that type of pro- 
gram will continue over several years 4 

Mr. Fiemine. Well, the original consideration given to this pro- 
gram by, I believe, this very committee, was a $45 million initial pro- 
gram, involving 205, as I call it, semicombat types of vessels, or combat 
types of vessels that are a support to the military, such as the one 
that we saw this morning, which is that type of vessel, rather than 
a straight cargo vessel. 

Those POD vessels would have placed those ships, if the work could 
have been performed on them, or is performed in the future, in shape, 
and would put them out where they could be made ready for sea with- 
in, well, we estimate about 10 days from the time withdrawn: and I 
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understand that that was cut to $25 million and subsequently when 
the appropriations went through, the appropriation came out at $12 
million to do about 50 vessels. 

We are hopeful, I am hopeful, and I am sure everyone in the in- 
dustry out here on the west coast is hopeful. I have talked to many 
of them right here in Seattle since I have been here. We are hopeful 
that that program will be brought forward again next spring, when 
Congress is in session, and try to get at least the next step, which 
would be another 50, and then perhaps in 1957 pick up the balance 
of the money for the balance of the 205 ships in 1957. 

Then, subsequent to that, we are all hopeful out here that the cause 
and the good that is being brought about through this emergency work 
will then flow to the dry-cargo types of vessels that we have in the 
fleets and also the tankers that we will be getting back in the exchange 
program that is now underway. 

[ am hopeful that it will be continued, and that force will be gen- 
erated from the types of hearings that this committee is holding 
throughout the country, and your other hearings that are going on, 
on the east coast, to make it a possibility in the future. 

Mr. Auten. Well, having in mind that these laid up fleets are spre: ad 
around the several coasts at rather frequent intervals, the mainte 
nance of such a continuous program would have a lateral effect in 
the sense of maintaining a stable level of employment in a great 
number of repair vards, would it not ? 

Mr. Fiemrne. Well, it certainly would, sir. 

I think that that is probably the basic essence of the program, to 
provide that factor of retaining in our ship-repair plants, such as 
the three or four plants that we saw this morning, the essentials of 
trained personne l. 

Now, this particular program, the 50 vessels, it has been made clear 
to each shipyard, that on the award of their contracts, they made it 
clear right here that the yards were not to go out and employ a big 
group of new men; rather, they were to try to keep their trained nu- 
cleus of men that they require for everyday operation, and to meet 
the demands of private and military as it comes along; that we were 
not in any rush to get the job done. 

These ships are not going anywhere, except to be repaired, and to 
go back in the fleet. So let us keep our trained mechanical skills, and 
let this be a measure of help to that end, so that we will have those 
men as a nucleus when and if an emergency comes and we have to 
take them in—well, say, like this Vancouver shipyard we have just 
mentioned. 

Here are the trained men we could use as a nucleus all over the 
country to build that yard, these plants to construct new vessels on a 
prototype basis. 

Mr. Suetiry. Mr. Fleming, on page 7 at the very top of the page, 
in your statement regarding the Vancouver yard, areas of are 
leased to the Bonneville Power Administration and to the Air i orce, 
and they are required to keep the machinery in the area in the same 
condition as the Federal Maritime would if they had it. 

Are they doing that? Is there a check by the Maritime Commission 

Mr. Freminc. Yes, Mr. Congressman, it is constantly checked. We 
had a little difficulty getting the Air Force people and the contractor 
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doing the work in the yard of the maintenance of a lot of mechanical 
equipment the Air Force has stored there to understand our standards 
of preservation and maintenance, but it is surprising in the last 3 
months—in the last 5 months, as a matter of fact, the vast advances 
they have made in bringing themselves up to date in the Vancouver 
yard, and they are doing it. 

Mr. Sueiiey. It says that the Vancouver yard could be reactivated 
and placed in condition to start actual construction of new emergency 
vessels. How long ago was such an estimate made? Has it ~ been 
recently brought up to date ¢ 

Mr. Freminc. It has been brought up to date, but the basic estimate 
was sent to Washington, I would say, about a year and a half or 2 
years ago. We keep constantly surveying that to find out what has to 
be be added to it. 

That is why J pointed out in here about the ways alc the outfitting 
dock, because that will have to have attention. 

Mr. Sueuiey. I assume, particularly in the light of some of the 
new developments in the type of vessels and the changes in the design 
and construction of vessels, too? 

Mr. Fiemrinea. Yes; that is right. 

Mr. Suetiey. You have plans or ideas for the yard changes to meet 
those requirements; do you? 

Mr. Fiemine. They are working on that now, Mr. Congressman. 
They have set up quite a system, working on that very problem in 
the Wilmington yard. 

Now I understand that as soon as they complete that study in the 
Wilmington yard in coordination with the Navy Department, which is 
now underway, that they will then come to the west coast and start the 
same program. 

In the meantime we are doing it on our own level, so that we will be 
prepared to pass along vital information if something should happen 
before such a survey can be conducted. 

For example, at the Vancouver yard, you will note that we con- 
structed vessels there on 13 ways. Those types of vessels would no 
doubt not be constructed in a new emergency. 

Take, for example, the Mariner type which is a larger vessel, we 
estimated that with the 13 ways being broadened, the areas being 
cleared out and then reset up, that we probably could get 614 to 7 ways 
to build that many Mariners at the same time that we used to build 13 
Libertys, you see, using the same area and the same ground and the 
same basic foundations which a great deal of it is concrete. 

Mr. Sueniey. That is the very point I made—change in type of 
vessel from a Liberty, which was smaller, and which we won’t build 
again. 

Mr. Fiemine. That is right. 

Mr. Suetiry. To the Mariner type, which will take more yard area 
fo1 operating the job, of course. 

Mr. Fiemine. Well, any of the other prototypes that you are so 
well informed about that they have on hand. 

Mr. Suetiry. May I ask one other question now about the reserve 
fleet, Mr. Fleming! Since we have passed this legislation giving 
the Maritime Administration the opportunity to get the vessels out 
and put them in condition, may I interject right here that I think 
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that your statement expresses the thought of the committee, what we 
all feel, I am sure it will be borne out by all the members—what we 
all hope for is that this is the start of a permanent, continuing pro- 
gram and that it will be carried out from just the military auxiliary 
type vessel to all of the vessels in the reserve fleet, and probably with 
some program of improvement in some of the slower and more anti- 
quated types of vessels. 

Mr. Fieminc. That is right. 

Mr. SuHewwey. In view of the fact that a great many of those vessels 
were put into layup following the cessation of hostilities in 1945 
without any repair or any survey, some with battle damage and 
some with voyage damage, has there been any check—that is, eye 
checks, of any kind—made of some of the dry-cargo vessels, of the 
condition of the dry-cargo vessels in the light of this new legislation 

Mr. Frem1nc. There certainly has. 

For example, you will find tomorrow when we are down at Olympia, 
you can perhaps keep it in mind and ask the fleet superintendent that 
question. There very definitely has. We have made what could be 
made with a vessel in the water without any steam or lights but using 
miner’s lamps, complete surveys of all of the spaces. We had to do it 
in our fleets in the Pacific Northwest, if for nothing else, we had to 
determine the condition before we could ar range for the loading of 
this wheat. That was in all of the Libertys. 

We have done the same thing at Suisun Bay on all of the vessels 
there so we have broadened that out now into the Victorys, the 
(1-MAYV-l1s, and the various other types that we have; and we have 
even gone now into the military, such as the hospital ships and the 
troopers. We have regular forms for that purpose, to get some idea 
of the conditions, so that we might be able to estimate their relation 
to the time required and a rough estimate of the money; and we are 
working on that very definitely. 

Mr. Maenuson. Mr. Fleming, as one who urges the use of these 
vessels for wheat storage, wheat storage reserve, I should like to ask 
whether the storage of this bulk grain in the vessels has had or will 
have any an effect on the ships. 

Mr. Fremrna. I don’t believe it will, sir. We have not had too 
great an experience, as you know. We have just finished our last load- 
ing at Astoria within the last 6 weeks, but we are keeping a very careful 
check on it, and with the chemists of the Department of Agriculture, 
we cannot see that it will make any difference at all or create any de- 
terioration providing there is a lack or there is not any excessive mois- 
ture allowed to get into those areas. 

We have a definite problem at Astoria with that condition, as you 
know, with 126 inches of rainfall down there. We do not have the 
same problem here at Olympia, but it is a problem, nevertheless; but 
we can see no reason why there should be any evidence of change 
in the situation because the tank tops are all protected with burlap; 
and perhaps if there is any deterioration to any extent, it will be far 
offset with what we were able to do in cleaning out those cargo-hold 
compartments that most of us had never seen before, because on the two 
fleets out here, which is a little different than they did other places, we 
took the oldest ships in the fleet that had never been touched, and never 
been cleaned out, the holds had never been stripped even, and brought 
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them out when we had the opportunity, and cleaned them out, and 
washed them all howe: and covered the tank tops and we don’t see that 
there should be any deleterious conditions to the ships. 

Mr. Maanuson. In case of an emergency, then, insofar as the avail- 
ability of the ships, the fact that they had been prepared for the wheat 
probab rly ny 1 make them available faster than if we never had stored 
the wheat in them 4? 

Mr. 7 uinc. Well, I would not say that, sir, because you have to 
get the wheat out; but allowing for that time of taking the wheat out 
and cleaning the holds out, from the standpoint ot preser vation of the 
holds, or pre paring the holds and the knowledge of the condition of 
those holds would be extremely valuable and tend to cut down the time 
of preparing them. 

We have them in some of those ships that are loaded with grain. 
There is a lot of hold damage in them. We just simply covered that 

with either burlap or a treated material, because we did not want to 
spend the money repairing it at this time, but we know those conditions 
now. Wehave them estimated, and we have actu: ally written the speci- 
fications already for the work that would have to be done if they were 
reactivated for active service. 

Mr. Sueviey. In other words, even with the time needed for un- 
loading the grain now in the vessels, you are ahead of what the situa- 
tion was before you did it? 

Mr. Fiemina. Insofar as the holds are concerned, yes, sir; and 
furthermore—this may be of further interest, if I may interject this— 
and that is that while we have done what you mentioned, while we had 
them out for the grain we not only did what you mentioned a moment 
ago, just going through the ship, but we had lights on then, you see, 
and we made a complete survey of all of the machinery spaces, boiler 
spaces, and the other interior spaces that we would not have been able 
to see in the fleet. Although we did not open anything, we do know 
generally now what the condition is. 

We even know where the equipment is, and we have a lot of the 
stores and the old spare parts and everything—we concentrated them 
in places as best we could with the men that we got the shipyards to 
help us out with. And we know so much more about those 130 vessels 
now that we never knew before that it is going to be very helpful 
when we come to reactivate them. 

Mr. ‘Totierson. In connection w vith your preservation program, you 
employ what vou have termed * cathodic protection.” That is ‘the 
Maritime Administration’s iehetlal of mothballing its fleet; is it not? 
It isa part of the mothballing process ¢ 

Mr. Fiemine. That is correct, sir. That has to do with the rusting, 
with the arresting of corrosion on the underwater surfaces only. 
That only atfects the underwater surfaces. 

Mr. ‘Toutterson. Now, what do you do in the way of preserving the 
rest of the vessel ¢ 

Mr. Ftemine. We have through technical investigation and work- 
ing with the Bureau of Standards and the Navy Department and 
several other agencies and also with private industry who are con- 
cerned with preservation programs, we worked out a system and this 
has flowed from our first reserve fleets, that Mr. Shelley will remember, 


following World War I. 
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We had a similar condition then. We had a fleet right in this city 
in Lake Union following World War I. We had 1 in Portland, and 
we had 2 in San Francisco Bay, and we had the same problem then. 
So, following that, all these years they have been working on this 
very definite problem. 

Someday we might be faced with it again. And, generally speaking, 
we are taking that same program line. It is a preservation program 
covering the vessels both internally, externally, and throughout the 
machinery with a preservation compound that not only arrests further 
corrosion but loosens up existing corrosion and deterioration to the 
point that it will drop off, and the hull can be waterblasted off, so that 
those hulls will no longer corrode any further, as long as that oil gets 
permeated and it permeates right into the pores of the steel, and as 
soon as it gets in there, no further corrosion takes place, and we have 
proven that all through Korea 

Five hundred ships that we pulled out of Korea had been treated 
in that manner, and they were in wonderful shape when we got them 
ready to go to sea again, 

Mr. Totterson. In other words, your preservation program and 
your protection program is a satisfactory one? 

Mr. Fremine. From that standpoint. And this new program of 
bottom preservation now in the electric cathodic is just starting now. 
In fact, it is not in effect yet at Olympia or Astoria. It is being in- 
stalled at this very moment by the contractors. We have it going in 
now at Suisun. That will do the same thing in ‘the electric method of 
corrosion arresting. It will arrest all future corrosion on the botton. 

Mr. Totierson. Now, then, are you in a position to tell the com- 
mittee the cost of laying up a vessel in the reserve fleet ? 

Mr. Ftemine. From the moment a vessel comes in from an opera- 
tion and then is delivered to the fleet after she is prepared here in 
the port area, we strip them and put all the machinery and all the 
parts away and the gear and the spare parts and all that is put away 
or stowed away and inventories made; the vessel is stripped of con- 
sumable stores and the types of stores that will deteriorate in a fleet 
and taken to our warehouse. From the moment she arrives at the 
fleet. until all basic preservation is completed, we estimate that that 
will take or cost about $10,000 per vessel, 

All recurring preservation, which starts to repeat, you start recur- 
ring that preservation cycle every 2 years, and the machinery every 
tyears. That will run from $2,000 to $3,000 a year per vessel, depend- 
ing on the extent of that recurring work. 

Mr. Totierson. Now, that is a different type of preservation than 
the Navy employs in its mothballing process ¢ 

Mr. Fitemine. That is right, sir. And as I understand it— 

Mr. Totterson. It is a much more economical process, dollarwise, 
than the Navy’s program ? 

Mr. Fiemine. Well, we think so, and I believe it is. Anybody 
knows that their system is expensive. 

Mr. Totierson. How long would it take you to break out a ship 
that has been laid up? 

Mr. Fiemrna. In the Korean program we were the first in Korea 
to get ships out. In fact, they called me on that famous July 11 to 
get. busy and get out the first 15 ships. Those first 15 ships were fully 
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preserved ; 5 came out of each of the 3 fleets on the west coast. Those 
vessels were on berths and ready to load in 7 days. We worked around 
the clock, however. They had to have those immediately. 

Now, all the balance of the ships that were pulled out on the west 
coast, which was about 150 for Korea, it ranged anywhere from 20 
to 30 days, depending upon the damage, the “internal damage, that 
we ran into that had not been properly chronicled, and we were not 
sure of it. Some of the machinery was damaged, and we thought after 
we got them out we might just as well go ahead and repair them. 
But that, I would say, was the average, rather than those first 15 
ships; they ran approximately 15 days from time out of the fleet 
until ready on berth fully staffed and with all the rigging up and 
everything else. 

Mr. SuHettey. What was the approximate average cost of recon- 
ditioning those vessels for operation at that time? Some of them 
ran fairly high? 


Mr. Fieminea. The first ones—it is a funny thing how that thing 


fluctuated—but we ran into so many varying conditions, Mr. Shelley, 


on the condition of that machinery and the internals that it was just 


surprising. 

I would say that the average on the west coast, and our costs are 
a little heavier than on the east coast; as you know we pay 40 cents 
per hour more per mechanic than they do on the Atlantic coast, so 
naturally we have a differential against us right off the bat. 

But I would say our ships out here averaged approximately overall] 
on the 130 vessels about. $100,000 out, and in addition to that we had 
about $15,000 for storing them. 

Mr. SHELLEY. So the lesson that can be learned is that we would 
probably pay less money keeping them in condition, even though laid 
up, than leaving them lay in bad condition and then having to spend 
a big, big price to get them in condition in a hurry? 

Mr. FLemrinc. That is very obvious. It is so obvious that it hurts. 

Mr. ‘Totterson. Mr. Pelly, did you have a question ? 

Mr. Peviy. Mr. Chairman, when you invited me to sit with the 
committee, [ did not know whether you had in mind that I might ask 
a question, but I would like to ask Mr. Fleming a question. 

[ wondered if you know of any arrangement or understanding re- 
garding the laying up in Budd Inlet of the same number of ships 
approximately as in the neighborhood of Astoria? 

Mr. Fieminc. Well, all of the ships that are now scheduled for 
lay-up, and I believe I have it in my bag there. I think as of this 
minute there are 12 or 14 vessels coming in to lay up. All of them 
are scheduled for Olympia. 

Mr. Peviy. I asked you a question as to whether the same number 
or approximately the same number were supposed to be at each 
moorage ¢ 

Mr. Fiemine, Originally not. Originally they anticipated that 
Olympia would remain in the neighborhood of a hundred vessels, and 
that. Astoria cannot go beyond 220, because that is the limit of the 
basin. 

But now the trend has changed, and we are about filled up with 
Suisun. This is unlimited here. I have personally made surveys down 
here. We have made very extensive soundings, and we even had a 
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meeting last Tuesday night with the port commission down there on 
the very factor, and we can go, as I said, in here up to 400 vessels, 
and the latest move is to put all the ships in Olympia now. 

Mr. Petty. I understood that we were to have the same number as 
they had down there. 

Mr. Fiemine. I imagine it will in time be that way. 

Mr. Petty. It seems to me that we have been discriminated against. 

Mr. Fuiemina. I wouldn’t say that. You see, originally this fleet 
was not to be a permanent fleet, and it all stems from that. The fleet 
at Olympia was to be a temporary fleet, and in one of the statements 
that I have here, or one of the statements that you have that was 
furnished to the committee in Washington, it definitely states that 
this fleet was a temporary fleet, and the vessels therein that were 
remaining when adjustments and sales were effected, that they would 
be towed to Astoria and Suisun, but after a lot of surveys were made 
and we found that we could not increase Astoria beyond 220, and the 
cost—they did not realize what it was going to cost to move those 
vessels. Then we came up and made these surve ys of the areas here, 
and the dispersal areas that are so available in this region that now it 
has been declared—that is, 2 years ago it was dec: ared as a permanent 
fleet, and since that time we have consistently been putting more ves- 
sels in Olympia than in any of the other two fleets. 

Mr. Petty. Well, do you redredge there every year? 

Mr. Fiemina. No, we do not have to dredge at all. 

Mr. Petty. Down at Astoria ? 

Mr. Fiemine. Well, we had to dredge the original basin. We 
haven’t had to dredge since, except we had to dredge for these fully 
laden wheat ships, that is all. 

Mr. Petty. Well, I would dislike to have our Budd Inlet moorage, 
which has the deep water, discriminated against. I hope you will 
bear that in mind. 

Mr. Fiemine. I do not think it is, sir. I think they have learned 
that lesson now. 

Mr. Drewry. Mr. Fleming, I had a note to inquire what the ships 
in the reserve fleet in Astoria and Olympia are worth. I see that we 
already have that for the total. It is something like $6 billion? 

Mr. Fiemrinea. That is right. 

Mr. Drewry. What is the approximate cost per year for the total 
preservation of these ships—do you have that? 

Mr. Fiemtne. Yes; I have it. I have some material on that in my 
bag there. Take Olympia here with 126 vessels. At the present 
moment our appropriation, that is, our budget and allocation of funds 
for this year, 1954 rather, was $554,000. That includes the personnel, 
the material costs, and other costs of every description plus the work 
that we had to do on that dock down there that you will see tomorrow. 
So that is about what it runs for 126 vessels in the fleet. 

Now we could take another—oh, I should say another 50 vessels in 
this fleet without much increase in that personnel. After you get 
above that, then we will have to have an increase in personnel, but that 
is about as low as we can go to do an effective job with a fleet of about 
the size that it is now, perhaps, plus about another 50 vessels. Then 
we would have to have another increase. 

Mr. Drewry. One thing that I have been wondering about is 
whether the present level of personnel that you have at the Olympia 
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fleet, for instance, is high enough to efficiently preserve it, or whether 
you would be better otf if you had more or less ¢ 

Mr. Fiemine. Well, the whole trick in this preservation program 
is to get the basic completely done, and after you do that, then you 
come up with your recurring work, and that should meet those dead- 
lines. Otherwise you are bound to get some corrosion, because the 
compound that is used has a tendenc y to dry out. It saturates into 
- steel. Particularly is that true on the outside, where you have the 

‘athering elements up here in the Northwest, with the rains and the 
te one ratures—dry, cold, and water. Detinitely that is true. We have 
tried to prove it so many times that it is rather pitiful when you have 
at Oly mpla, for example, one man to every five ships to do some pres- 
ervation work. You just cannot do an awful lot with that, but you 
do the best you can. 

We have been all thinking and trying as we have in the last 2 years. 
We have worked up some most marvelous mechanical means to take 
some of the places of some of the men. You can only go just so far 
with that when you are lying out in a bay away from shoreside instal- 
lations. Definite ly if we had more men we couk 1 do a better job and 
do it more effectively and quicker. 

Mr. Drewry. One man to every five ships and every ship is worth 
what—a million dollars? 

Mr. Fiemine. Well, offhand there is a potential outlay at Olympia 
there of, I would say, just as a rule of thumb, well, we multiply 
everything by about $3 million. Of course, all those vessels cost in 
the neighborhood of that, but they are not that valuable now, but we 
always think in terms of acquisition, because it is the original invest 
ment there, and so you have a pretty tidy sum of investment lying in 
our front yard at Olympia, as Mr. Pelly knows. 

Mr. Drewry. One thing that I don’t think that anybody in this 
group feels, but generally you will find many peop - who think of 
the reserve fleet as being made up of a bunch of rust buckets with no 
useful purpose whatever, and you have already indicated from your 
experience of Korea that they were invaluable. They were available 
right now instead of on a 6-months or a l-year basis. 

Mr. Fueminc. That is true. 

Mr. Drewry. In the repair of these present ships that are in the 
program, the military-support type of vessels, they, for the most part, 
have been in the fleet since World War II; is that not correct ¢ 

Mr. Ftemine. That is correct; shortly thereafter 

Mr. Drewry. As far as the condition of the fleet generally and its 
general readiness, Korea has taken care of the cargo vessels in good 
part—lI mean a substantial number that were brought out. 

Now, in this conversion program, will any of that take place out 
here, the Liberty conversion program of the prototype / 

Mr. Fiemine. Well, we are hopeful of that. I was just talking to 
some of the boys while we were at for the hearings to start. 
The bids are out and the proposals, the bids are open, as a matter of 
fact, on the first two Liberty conversions for the machinery, the pro- 
pulsion machinery conversion for gas turbine drive and a straight 
turbine drive on October 19. 

Now, all of the Vi ards in the whole United States have been asked 
to bid, and I know that some of the yards—there are some of the yards 
right here in the Seattle area who are going to bid. Two of them 
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told me today that they are going to bid. We are hopeful that we 
will get some of that work. 

There is only going to be four of those vessels on that type of con- 
version vessels. There are 13 of the other types of Liberties that 
we are going to do some converting work on, as you know, which is 
highly confidential in relation to the Navy’s program. 

Now we are hopeful that some of that 13 group will come to the 
west coast, but we don’t know. That will be another nationwide bid, 

understand. 

Mr. Drewry. But that is intended sole ly as a prototype conve rsion, 
for future emergencies, to make the Liberty vessel a more useful 
adjunct in time of emergency ¢ 

Mr. Fiemine. That is right. 

Mr. Drewry. And no thought of making that a substitute for a 
new construction program ¢ 

Mr. Fiemrna. I understand not. It is merely to see if they cannot 
speed up what we have now. because we have some 1.500 of the m. and 
with the progress 1n technica] progress and the progress of the mili- 
tary in the speed of their vessels as they ictasa upport to the military 
the Liberties no longer could hold up to get along in a convoy, so 


that is why they are trying to set up a program, so that if we did go 
into an emergency on a quick basis, we would convert a certain Pp 0- 
portion of th se 1.500 f« I" the purpose of kee Ing up with the fleet, 
and the balance of the Liberties to lumber along as they did in World 
War II for just servicing the Armed Forces in the given areas. 

Mr. Drewry. That is all I have of Mr. Fleming. 


Mr. Totierson. Thank you, Mr. Fleming, for your very fine pres- 
entation. We appreciate your coming here very, very much. 

Mr. Fremine. Thank you, si 

Mr. Totierson. I note that our colleague, Congressman Norblad 


from Oregon, has come in. I will introduce him to you. 
The next witness is Robert Zener, general manager of Todd Ship- 
irds Cx orp... = ttle « livis on. 


Mr. Zener, will you co me forward, please, and present your testi- 
mony? Weare pleased to have you ks ‘re with us today. 


TESTIMONY OF ROBERT G. ZENER 


Mr. Zener. Thank you. 

Mr. Tortierson. I will say the same thing to you as I said to the 
previous witness. If you want to read your statement, you may. If 
you want to file it, you can speak off the cuff, you know. 

Mr. Zener. Well, it is not too long, so I think I will read it for you. 

Mr. Totuerson. All right. 

Mr. Zener. My name is Robert G. Zener. Iam the general manager 
at the Seattle plant of Todd Shipyards Corp., which repair yard you 
gentlemen visited this morning. 

This yard is a fully integrated ship repair yard. We depend on 
and must have a reasonable workload of ship repairs or conversions 
in order to maintain our facilities, supervisory force, and labor skills. 

It is evident, as well as a matter of record, to those connected with 
the maritime industry that Todd—Seattle, as well as other integrated 
repair yards, are a necessity in time of peace, and a vital part in any 
mobilization program. Not only do the integrated repair yards take 
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care of repairs, overhauls, drydockings, and conversions, but they 
furnish the know-how and skills for the basic start of shipbuil ling 
yards. 

For instance, this plant was the sponsor for the destroyer yards in 
eattle, and for the Todd—Pacific yard in Tacoma. Personnel re- 
aaa from our repair yard was responsible in no small part for 
the good efficiency and production record of these shipbuilding yards 

during World War II. 

In Tacoma 74 vessels were built, including 56 CVE’s—aircraft car- 
riers, escort—with maximum employment of 28,000 people. In Seattle 
46 destroyers plus 3 destroyer tenders were built, and a peak of 16,400 
people were employed. Both of these yards are included in the Naval 
Reserve shipyard structure, and under mobilization planning, will 
become this organization’s responsibility. 

As to ship repairs—our yard in ee was started in 1916, has 
four drydocks ranging from 5,800 tons which will drydock a Liberty 

ship, up to 20,000 tons which will drydock a Navy cruiser or a P-2 
pass enger or troopship, or the new large tankers. WwW e have pier space 
for 13 major ships and ample cr: ea shop facilities, supervisory force 
and skilled workers, to work all at maximum capacities. 

Our yard is a fully integr: ned ship-repair yard capable of dry- 
docking, repairing, converting, or modifying up to the largest ocean- 
going vessels, as well as the constr uction of smaller ships or barges. 
Our plant covers 30 acres and is worth well over $10 million. 

During the past war, the top employment at our repair yard was 
5,200 people. Ships of all types, combatant, noncombatant, aircraft 
carriers, fleet auxiliaries, commerce and foreign vessels, were dry- 
docked, repaired, and converted, and certainly this yard measures up 
to the Defense Department’s idea of “a hard core of essential defense 
plants capable of quick expansion in time of need.” 

Now to our condition and prospects at the present time. Our labor 
manpower requirements in the past few years at times have been down 
to approximate ‘ly 130 men, which is a small fraction of our capacity. 
Such low workloads are very detrimental to our operation. It makes 
it i napeuiliile to maintain our facilities and organization. Laborwise, 
j a ves out of our org ranization expe rie need supe rvis sory personnel, 

d out of our labor pool skilled workers—especially the better ones— 
as intermittent work is not desirable nor will they tolerate it. 

In the past few months we have lost mechanics who have worked 
for us 20 to 30 years. What causes these fluctuations? In our opin- 
ion—many factors—but there are several of special impact. 

Beneficial factors are: 

. Vessels from the Navy that have been allocated to private yards. 

The 50-50 shipping program. 

3 The emergency repair program for laidup ships. 

The Liberty-ships conversion program. 

De trimental factors are: 

Loss of potential ship-repair jobs due to discontinuance of coastal 
and intercoastal shipping. 
. Decrease in shipping in American-flag vessels. 

ii might be well to draw to your attention that of all of the ships 
in the various repair yards in ‘the Seattle area, there are only three 
operated by commercial shipping companies. : 
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The decrease of or discontinuance of Alaska shipping will be a 
serious blow to this area 

4. Low proportion of allocations of vessels to the Olympia layup 
fleet ; although we must say that due to activities of some of you gen- 
tlemen and your colleagues, this situation has improved. 

5. Split bids: One practice that is very detrimental to the fully 
integrated shipyards is the abuse of split bids. 

A “fully integrated repair yard cannot exist on drydock work alone— 
it must have topside work and conversions. It is the rule with commer- 
cial operators, who are well known for their shrewd and careful han- 
dling of costs, to place all repairs at drydocking time with one repair 
company. 

The division or splitting of work leaves a very small portion of the 


overall work in the drydoe kk category. There has been a growing 
tendency in Government agencies to split bids. A careful analysis of 


this procedure. we believe, would reveal that savings to the Govern- 
ment would be very small or even nonexistent. ‘This is due to the 
increased inspection costs, movement and loss of time of vessels, mult- 
ple contracts and paperwork to handle, the inherent costs involved in 
the duplication of work by each contractor in berthing, services, start- 
ing, and stopping of the work, and cleanup of the vessel. 

Since there is little or no saving to the Government, the elimination 
of the abuse of split bids would afford the fully integrated yards a 
larger proportion of the available work. The shoreside shops with 
their limited facilities and manpower would still have a reasonable 
workload in the performance of voyage repairs where drydocking is 
not required. 

This split-bid procedure, instead of helping the legitimate and use- 
ful shoreside shops, has worked to their detriment, due to the competi- 
tion caused by marginal and unqualified operators who exist only due 
to the fact that such bid work is available. 

These operators have no facilities—often are not on the waterfront, 
have no backlog of experienced labor, and exist only by their maneu- 
vering during the actual progress of the work. Such operators do not 
have continuing pension programs, apprentice programs for training 
of the much needed replacements of the older skilled workmen, nor a 
program of supervisory training. In fact, much of their operation is 
actually subcontracted to various and ever-changing marginal shops. 

In summary, to preserve the hard core of the ship-repair industry, 
which policy has been designated by the Defense Department as 
being so essential to the American merchant marine and mobilization 
program in emergencies, Congress should strive toward (1) building 
a strong and active merchant marine, (2) continue and increase the 
flow of work toward hard-core repair yards by revising the procure- 
ment agencies’ procedures in respect to administration of repair con- 
tracts and the issuance of bids, and (3) stiffen the requirements for 
qualification of the marginal or opportunist operators in the repair 
field. 

I believe that the above remarks will apply to all of the fully inte- 
grated ship-repair yards in the United States, although to a varying 
extent. 
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The degree of variance depends upon conditions in the different 
ports, and the administration by the Government procurement agen- 
cies’ personnel involved. aa y 

Mr. Totiterson. Thank you very much. The information you have 
supplied is timely, and your s uggestions certainly are most pertinent, 
and we appreciate your coming to present your statement to this com- 
mittee, Mr. Zener. 

Mr. Zener. Thank you. 

Mr. Auten. Mr. Zener, you said that you had 16,400 people em- 

yed in the Seattle yards in the cons struction indus try. 
Ho ma y do you have now ¢ 

Mir. Zt NER. We have none. 

Mr. Atten. How long would it take you to get up to a load of 16,000 
if there were another national e mergency { 
ir. Zener. Well, Mr. Allen, that isa shipbuilding yard. We would 

to start from scratch to build up and to man that yard. 

\t the present time that yard is a naval reserve shipyard, and it is 
occupied by Boeing Airplane Co. and some Navy departments. But 
cl mean to recruit labor? 

Mr. Atiten. I mean if there were an emergency that hit in the next 

t Was round necessary to have an other s hipbui ile ling pro- 


im. cd you were requ red to bul ld, say, 10 ships as soon as you could 
d then continue to expand, how long would it take you to get up to 
fective use with reasonal rly go od trained personne] with 16,400 

me 
Mir. Zener. Well, I would say in the range of a year or a year and a 
lf, because that personnel would be ave to be recruited and trained 
d after the yard had been built up the ways would have to be com- 
pletely rebuilt. The equipment 11 the yard is In reasonably good 


condition, but 1t would have to be brought up to a ful l] complement, 
ind then the men trained before we could really gel into stride. 
Mr. Auten. How long under such a condition would it be before 
| deliver a ship ready for operation ¢ 
¥ ’ 7 j 
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ll, that would vary toa considerable extent. I would 
prefer that you refer to the Navy mobilization program schedule which 
e have led withthem. Ido not have that in my mind at the present 
e, but we have it for the mobilization program both for Tacoma 

d Seattle. the scheduling of ships. 

Auten. How long do you think it would be before you could 
to work on the ship itself ? 
fr. Zener. Oh, I would say in the range of 8 to 9 months. 

Mr. Auten. Now, you me ntioned the 50-50 shipping program in 
your statement, which is the law requiring that that percentage of 
Government-financed cargo move in American ships. That brings to 
mind the thought which I think is true that if the repair yard, par- 
ticularly, and the construction yard, to almost the same extent do 
depend fundamentally on the existence of a sufficient oper: ating Amer- 
ican-flag merchant marine; is that not the basic question ? 

Mr. Zener. That is right. 

Mr. Arter. And you mentioned also something concerning that 
they should be — rican-flag ships. Do foreign-flag operators make 
any but emergency repairs in American yards? 

Mr. ZENER. We “IL not exactly. They do make a small—they do do 

fraction of their repairs; you would not classify them as emergency. 
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due to their cargo commitments, usually; if they have spare time in 
Seattle, why it might be to their advantage to do a little repair work 
in Seattle, but they never do any great volume of work. They are 
minor repairs. 

If there are any real major repairs, some of the ships even go to 
Europe for repairs. 

Mr. Auten. Basically, then, your industry depends upon American- 
flag vessels for its occupation ? 

Mr. Zener. Yes, sir. 

Mr. Atien. I noticed in going through the several yards today that 
the age of the mechanics seems to me to be on an average a fairly 
well-advanced age. 

Do you have an even spre: ad of ages among your working force, 
beginning with the apprentice, wp through the oldtimers, or is it an 
industry of older men without an attractiveness to the younger 
mechanics ? 

Mr. Zener. Our average age is well up in the fifties, and then it 
drops down to the young, I might say more or less inexperienced 
workmen. They find out in a short time that it is intermittent work, 
Maybe they will work for a month or 2 months, and then they are laid 
off for 3 weeks or a month, and they just cannot, under the present 
standard of living and the cost of living, they cannot afford to work 
in a ship-repair yard. 

Mr. Auten. It would be, then, of tremendous value to this industry 
if the workload over the years could be kept somewhat at an average 
level ? 

Mr. Zener. Yes, sir. 

Mr. Totterson. Do you have any questions, Mr. Shelley ? 

Mr. Suriiry. No questions, Mr. Chairman. I think Mr. Allen hit 
on the question that I wanted to ask. 

Mr. Zener, in other words, the present lack of work in the American 
shipyards, and particularly on the Pacific coast yards, has been a 
deterrent to the young men going into the trades that are employed 
in that industry because there is no continuity of employment in that 
field for them? 

Mr. Zener. Yes, sir; that is absolutely correct. 

Mr. Suevtiey. You are finding that it exists as a personnel prob- 
lem; you cannot get young men to come in and stick with the business? 

Mr. Zener. That is right. Even though the younger man may be 
more productive and we would like to train him and keep him, first 
we do not like to do it because we feel that we have an obligation to 
our older employees. We have men of 20, 25, 30 years of employment 
with us, and we try to run those fellows out to their retirement age. 

Mr. Sueiiey. For that you should be complimented. 

Mr. Zener. And the other part of it is that these younger fellows 
do not have the experience that is required in a ship-repair yard. It 
is not something where you learn a trade and you know about it. 

You must know the basic underlying principles and also the possi- 
bility of trouble, working in a ship-repair yard. It is not like new 
construction where you can tell a fellow to build one thing like this, 
and then repeat it a thousand times. They work on a pump today, and 
on an engine tomorrow, and on a sea valve the next day, and on a reach 
rod the day after that. It is something that a man must have overall 
experience with. 
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Mr. Suettey. Well, in other words, the point that you make is that 
there is a difference in the type, the general know -how, the type of 
mechanic that you would use in new construction work as against the 
man t { isually used in repair r work? 

Mr. Zener. That is right. 

Mr. Sueiiey. No ving what you have just said to another point 
that Mr. Allen was “ ire] out: if there were a national emergency, 
‘ | a e necessary to re ictivate the yard, the construction yard 
that you have mentioned, which is now being used by Boeing and the 
Navy for office use, the lack of any number of trained personnel, and 
your inal lity to train then as qui ‘kly as needed to meet an emergency 

tion would certainly delay s hip construction ? 

Mr. Zener. Yes, sir 

Mr. Sueviey. And it is probably a bigger factor even than the con- 
dition ot e yard at this time? 

Mr. Zener. That is right. 

Mr. Mamutarp. Yes, Mr. Chairman. 

Along this similar line, Mr. Zener, you mentioned here that recently 
you have lost employees that have had long service with your company. 


Do you KRHDOW where they avo ¢ 
Mr. Zener. No—well, roughly I do, but we have not made a study 
of it. We do know they go into the construction indus try ; some of 


them go into farming and some of them go into fishing, but they go 
away from the waterfront, I know that. 

Mr. Maruiarp. What chance then do you think you would have of 
getting them back if you needed them ? 

Mr. Zener. If we could point out to them and assure them of con- 
tinuing | wanna [ think that we could get most of them back. 

It seems as though this waterfront gets into their blood, and they like 
it: but after all, you cannot eat that. 


Mr. Maruu1Arp, I also wondered, and that is the reason that I asked 
the question, is whether perhaps they might be going into other indus- 
tries where in terms of emergencies when you might require them the 
industry to which they have gone might also be a part of a mobiliza- 
tion or defense program, and they would be just as badly needed 
there. 

But you think probably that in most cases they are not going into 
what otherwise would be defense industries ? 

Mr. Zener. No. There is a proportion—how much I don’t know, 
but there is a fraction that go into Boeing. I know a number of our 
people that have gone into Boeing. I know a number of them that 
have gone into places like the Pacific Car & Foundry and Isaacson 
[ron Works and places like that, that are related industries, but they 
would probably stay in that plant. 

Mr. MawwtArp. The chances of getting those fellows back in an 
emergency would be pretty remote ¢ 

Mr. Zeneg. That is right. 

Mr. Suetiey. They leave the waterfront employment for the so- 
called uptown-shop employment because there is a continuity of em- 
ployment there? 

Mr. Zener. That is right. 

Mr. Suettey. Of course, if we get into an emergency, and we have 
manpower controls, you would probably have an additional problem 
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then of trying to get them back in if the new job they have gone to 
is classed as an essential job? 

Mr. Zener. That is right. 

Mr. Maenvuson. Mr. Zener, these reserve shipyards which your com- 
pany operated as Todd’s plant A and plant B during the Second 
World War; is that right ? 

Mr. Zener. That is right. 

Mr. Macnuson. Are the property of the Government; are they ? 

Mr. Zener. The land is owned by Todds. The improvements are 
the property of the Governme nt. 

Mr. Mianuson. Now, if you were called upon to operate these yards 
again in an emergency, could you get any substantial nucleus of per- 
sonnel from your repair yard ? 

Mr. Zener. We would almost be forced to do that. We have a 
number of people in our repair yard now that were in those yards 
in important and strategic spots, and we would figure on using them 
to start the ball rolling, and they would probably be the key people 
in the shipbuilding yards, 

Mr. Touuerson. I see. 

Mr. Macnuson. But if—with your repair yard operating at its 
present relative depressed level, you could not man the construction 
yards to any great extent from the repair yard? 

Mr. Zener. No, sir. 

Mr. Maenuson. One other question : 

In your discussion of the split bids, I noticed—I wish you would 
clarify that just a little bit, because you referred to eliminating the 
abuse of split bids. 

Would you favor eliminating split bids entirely? I just want to 
be sure that I roe your language ? 

Mr. Zener. No; I don’t think so. I think there are times when 
there should be split bids. I think it would be an advantage to the 
whole industry if there were split bids at times. But what we feel 
is wrong is the abuse, and that is going on right down the line. 

A ship comes in for drydock on an annual, and there is, say, a 
$20,000 dr ‘ydoc k job and an $80,000 topside job, and then they split it 
and extend the availability of the ship, and it is an extra expense to 
work that ship under two availabilities; and if the shipyard at the 
drydock or a fully integrated repair yard only gets the $20,000, and 
then the $80,000 may be dissipated or taken over by another yard, 
they just cannot maintain their work force. 

That is one of the things that causes the hills and valleys in our 
operation. 

Mr. Suetiey. Do you think that would be Todds’ policy in an 
area where they don’t have a drydock of their own ? 

Mr. Zener. Well, that would be hard to say. We haven’t an area 
like that. All of our yards are integrated. 

Mr. Auten. The questions and answers which concern these men 
going into other industries seems to indicate that the type of men 
you employed are desirable in those other industries. 

Now, there has been some thought that in any program of support 
to the ship-repair yards it was in the nature of a program to make 
work in order to keep people from going on relief; but I take it that 
that thought is entirely erroneous, in that the type of men that you 
want are highly desirable to others; is that correct ? 
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Mr. Zener. No, Mr. Allen; there are some of our people who can 
obtain and who are excellent mechanics. There are others that have 
special skills tht are not of any value to uptown shops, and there would 
be q lite a distinction there as to whether they were suits able for 
uptown shops. 

Mr. Atten. What would happen if there were a very definite cessa- 
tion of work over a long period to those people with those special 
skills ? 

Mr. Zener. Well. I don’t know. That would be a hard one to 
answer. I sup pose they w - 1 go on relief first or on unemployment 


insurance, a whether they could tough it out or would have to seek 
other ee hich woul d “ avin be of low er nature or less skilled 
than meether) have been doing, I don’t know. 


Mr. Askew’ Did you find when you started the shipbuilding pro- 
erams of the last war that some skills that were necessary had vir- 
tually disappeared, such as coppersmithing and some of that type of 
work ? 

Mr. Zener. Well, it had practically disappeared from the water- 
front. There were uptown shops that had some of that skill, but it 
was so limited that you might say that it had disappeared. 

Mr. Atuen. Was it necessary to start over to train persons? 

Mr. Zener. Yes. 

Mr. Toriterson. Thank you, Mr. Zener. We appreciate your 
coming. 

At this time I will call upon Mr. Herbert W. Blaney, assistant 
general manager of the Lake Union Drydock Co. in Seattle, Wash. 


TESTIMONY OF HERBERT W. BLANEY 


Mr. Buianry. Mr. Chairman, this is rather short, so I would like 
to read the entire statement. 

My name is Herbert W. Blaney. I am the assistant general 
manager of the Lake Union Drydock Co. 

The Lake Union Drydock Co. is located in fresh water on Lake 
Union in Seattle, Wash., connected to Puget Sound through large 
locks which will accommodate very large vessels. 

This plant has been in continuous operation since 1919. The plant 
comprises approximately 11 acres, with full facilities for ship con- 
version and repair and with shipbuilding capacity for vessels up to 
150 feet in length. Six drydocks are in operation with ¢ apacity up 
to 3,500 tons. Complete shops for all shipbuilding trades are main- 
tained. Berthing facilities are available for large vessels, the longest 
pier being approximately 1,000 feet long with 35-foot dept of water. 

During World War II the Lake Union Drydock Co. performed 
a very substantial volume of repair and conversion work for all of 
the Government services. One of the largest conversions in this area 
was accomplished at the plant, the 535-foot U. S. S. Fuller, at a 
cost of over $3 million. The plant also built sixteen 135-foot YMS- 
type minesweepers for the Navy during this period, and these were 
delivered in record time. During the war the plant employed over 
1,000 men. 

Under date of June 30, 1951, Lake Union Drydock Co. received 
a contract from the Navy Department for the construction of four 
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AMS-type minesweepers, with a total value of between $414 and $5 
million. The last of these vessels was delivered in December 1953. 

During its history the plant has also built, among others, the 

following vessels : 

Three 165-foot steel vessels for Coast Guard 

Fifteen 75-foot wood vessels for Coast Guard 

One 165-foot steel vessel for United States Army Engineers 
Sixteen 135-foot YMS-type minesweepers for United States Navy 
Five large yachts 100 to 165 feet in length 

One 165-foot river boat 

Several tuna clippers 

Several work boats up to 65 feet 

Many fish boats 

Many pleasure cruisers 

Since World War II the plant has engaged entirely in drydocking 
vessels within its capacity and repairing and reconditioning boats and 
vessels of all sizes from small pleasure cruisers up to large troop 
transports. Since there is a comparatively small amount of ship- 
repair work available, the plant is presently operating at a small 
percentage of its capacity. 

We believe national policy could be revised to improve the con- 
ditions existing in a shipyard such as Lake Union Drydock Co., 
which is primarily suited to build and service smaller-type vessels. 
The present program involving construction and alterations of large 
vessels is not very helpful to the shipyards of this size. 

At the present time the United States Government has embarked on 
a shipbuilding program involving the construction of minesweeping 
vessels in foreign nations. A great many of these minesweepers are 
of a type which could be built to advantage by Lake Union Drydock 
Co. We believe that the Government should not spend funds for this 
purpose abroad when domestic shipyards are in such great need of 
work. 

It is our understanding that the Navy Department has adopted a 
policy in large shipyards in the East of allocating new construction 
‘5 ise which were not low in competitive bid ling and in this man- 
ner maintain shipyard facilities and improve local employment con- 
ditions. An extension of this same policy to small shipyards such as 
Lake Union Drydock Co. would be a great benefit in helping to main- 
tain facilities and organizations suitable for taking care of smaller 
auxiliary craft which are so necessary in time of national emergency. 

At the present time, to the best of our knowledge, there is no pros- 
pect. of new construction work for the smaller shipyards in the Seattle 
area. A small-vessel construction program would be of greatest value 
in stabilizing the workload of Lake Union Drydock Co. and insuring 
that facilities and organization would be immediately available in case 
of national emergency. 

Mr. Toiierson. Speaking of national emergency, it is my under- 
standing that you have worked closely with the Defense Department? 

Mr. Buianry. That is correct. 

Mr. Totierson. Can you tell me what if any your plans are with 
respect to mobilization in the event of a national emergency ¢ 

Mr. Buanery. Well, we probably would handle primarily repair 
work doing repair such as we did during the last war, and we have, 
of course, filed with the Navy Department our mobilization plans for 
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the number of people that we could use, and what little expansion we 
could make at that plant. 

Mr. Totierson. Now, if your plant through lack of work is forced 
to close, you would run the risk of losing your work force, and you 
would run the risk of having vour p lant detriorate, so that the De- 
pense Department would not be able to call upon you for service in 
tl e event of a nat onal emergency : isn’t that correct ? 

Mr. Buaney. That is correct. And I might point out that during 
the last war we did a great deal of work for the Maritime Commission 
and the Army and also for the Navy and all of the services, as a 
matter of fact. a great deal of repair and conversion work. 

Mr. Totterson. Mr. Allen, do you have any questions ? 

Mr. Auten. During the last year ail 1 you tell us the peak of em- 
ployment that you have had and the low spots of employment? 

Mr. Buanry. At the peak, of course, when we were building the 
minesweepers that put us up pretty well into—oh, about 300 men, I 
would guess offhand, about 300 or 325 men, around that vicinity. We 
have been down as low as 90. 

Mr. Auten. Well, now do you vary up and down between those, or 
has it been a oradu il shift from one to the other ? 

Mr. Buanry. We hardly ever get up to that peak when we were 
building the minesweepers, that is on the straight repair work. 

Mr. Aruen. But do you vary 3, 4, 5, or 10 times a year from a high 
to a low? 

Mr. Buanry. Oh, yes; for example, right now I think that we are 
about 150 men. That is about half of what they were then. 

Mr. Srretiey. Mr. eee would you care to make any comments 
split-bid practice here? 

Mr. Buanry. Well, we are in a peculi * position on that split-bid 
deal. I am inclined to agree th at oy a ‘ae ard has full facilities 
for taking care of all of the work, they have a tremendous investment 

hey have got to get paid for those, 
and they cannot. do it o1 . basis of ji st doing the drydock work. 
Tl ey have to have the topside Ww ork. 

We, of course, cannot drvdoe k t the larger vessels, SO that sometimes 
a split bid does work to our advantage. But on the whole, I would 
go along. 

Mr. Suetitey. You are in position to do the topside repair work but 
not the whole work, then ? 

Mr. BLANEY. Yes, we are; cdefir itely, But we could not dock the 
larger vessels. I am inclined to go along with Bob in that he has got 
to get—he has got to keep his drydock and his topside work to keep in 
business. 

Mr. Suey. And do you go along with his—clarifying 

Mr. Buanry. To an extent; not altogether, but to an extent. 

Mr. Suetiry. I was just going to say that. 

Mr. Buaney. I think that we all hedge on that one. 

Mr. Totterson. That is all then? Thank you very much, Mr. 
Blaney. 

Now I will call Mr. McLaughlin, vice president, shipyard division, 
Puget Sound Bridge & Dredging r (Co. 
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TESTIMONY OF H. P. McLAUGHLIN 
Mr. McLavenui. My name is H. P. McLaughlin. I am vice presi- 


dent of the shipyard division of Puget Sound Bridge & Dredging Co. 
1 have a brief statement: 

A description of the physic: al characteristics of ow = 1s 
attached to this, and it will not be read, but is offered for inclusion 
in the records. 

As pointed out therein at one time nine-thousand-some-odd people 
were employed in this plant versus a recent average of 600, The size 
ot our Vi ard has not diminished over the years but rather the facilities 
have been e xpi anded. 

To maintain an oper: ition capable of employing 9,000 people on 
a 600-person level is siaeaniaien increasingly more difficult each day. 

The almost complete disappearance of coastwise shipping, the 
competition offered by the various Government facilities engaged in 
similar work, the transfer of vessels to foreign flags, makes the outlook 
for private ship-repair plants rather bleak. 

Regarding shipbuilding, local labor rates compared to those on the 
east and gulf coasts coupled with the additional freight rates on 
material encountered place west coast plants at a distinct disadvantage 
in attempting to procure such contracts. Recognition of an area 
differential is strongly needed if more of this work is to come into 
being on this coast. 

Obviously, the aforegoing is the broadest of outlines and much more 
could be said on this subject; however, in the interest of brevity a 
detailed exposition has been avoided. 


PUDGET SOUND BRIDGE & DREDGING CO., SHIPYARD DIVISION 


The shipyard is located on both sides of the west waterway and 
comprises approximately 26 acres. On the Harbor Island side, com- 
prising 14 acres, are located our main shops and piers consisting of the 
following: Machine shop, plate shop, pipe shop, mold loft, rigging 
loft, shipwright shop, electric shop, pattern and model shop, loc ker 
rooms, production oflices, paint shop, maintenance shop, two graving 
docks, one shipways, four piers, storeroom, warehouses, main office, 
and engineering offices. 

On the west side of the waterway we have located our two drydocks 
along with shops and facilities required for their operation. 

The yard is served by good rail connections and is amply covered 
with trackage. The lifting equipme nt consists of four 40-ton Whirley 
type cranes along with bridge cranes located in the plate shop, machine 
shop, and steel yard. 

Top employment in the past was 9,600 people (1944). 

So as far as the ship repair phase of our operation goes, I would 
stand on the remarks made by Mr. Zener and others. 

I would just like to briefly point out that our plant is currently 
engaged in a limited amount of shipbuilding and we do have an imme- 
diate interest in that type of work as well as ship repair. And in that 
connection I would like to state that the local labor rates compared to 
those on the east and gulf coasts coupled with the additional freight 

rates on material encountered, place west coast plants at a distinct dis- 
advantage in attempting to procure such contracts, and we suggest that 
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recognition of an area differential is strongly needed if more work of 
this type is to come into | eing on the west coast. 

Other than that, I think that I will stand on the remarks made by 

Mr. Zener regarding ship repair. 

Mr. Touterson. 1 was just about to ask you, Mr. McLaughlin, if 
having heard the testimony of Mr. Zener your testimony with respect 
to the same matters upon which he was questioned would be the same? 

Mr. McLavuecuuin. Substantially the same, yes, sir. 

Mr. Totterson. In other words, for instance on the matter of being 
available for an emergency it is necessary that you have at least a 
nucleus work force and that your shipyard ‘facilities be actively used in 
order to meet any demands upon you in the event of an emergency ¢ 

Mr. McLaveuuin. Yes, sir; that is correct. 

Chairman Totierson. And the picture as far as ship construction 
and ship repair work is concerned has not been too bright this year, 
has 

Mr. McLaventin. No, sir. As I pointed out, it is extremely diffi- 
cult for us to compete on a national scale. However, we have en- 
deavored to do so in the past, and we will continue. 

Mr. Totiterson. We hope you stay in business. 

Mr. McLaveuurn. Well, we certainly will attempt to. 

Mr. Auten. Do you have any estimate of what the differential 
should be to put you in a completely competitive position ? 

Mr. McLavartr. Well, on our own experience we make up our 
own bids and then we attempt to analyze the other fellow’s, and it 
appears to us that on material we suffer about a 4 percent increase in 
cost there due to freight rates. Most of this material, of course, has its 
source in the East, and we have to ship it out, and it runs generally 
about : t percent of the total sale, and as near as we can make out it 
runs close to another 20 percent on labor, or approximately 40 cents 
per howe that is, average hourly costs. The difference in rates be- 
tween the mechanics is not that. 

Mr. Aten. Do you find any difference or do you make any allow- 
ance for the productivity of labor on the west coast as against the 
east coast ¢ 

Mr. McLavucuur. Yes, sir. Without that we would not stand a 
chance at all in these factors, but we do have better climatic conditions. 
We get more workdays per year than they do in the East. Of course, 
we don’t have the severe winters they do, and while it rains here it is 
seldom hard enough to make us knock off work immediately. 

(nd we are more than satisfied with the caliber of the mechanics that 
we have. 

Mr. Aten. Well, is that 40 cents then an added cost completely, or 
do you make up some because you get a more productive labor force? 

Mr. McLavenuin. I believe that we overcome that by the in- 
crease in productivity. Otherwise, we would not, we could not possibly 
compete against it. 

[ think we are able to do a job in fewer hours, although our hours 
cost us more to work. 

Mr. Auten. Could you estimate that differential ? 

Mr. McLavenuin. No, sir; it would have to come down close to 
the same—somewhere near the same rate, or we never would get a 
job, and we have been successful in recent years in getting jobs despite 
these handicaps that I have mentioned on national bids. 
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Mr. Suetey. I was just going to ask this, Mr. McLaughlin—in the 
opportunity to make up the differential on wage rates because of bet- 
ter climatic conditions and because in many cases of the better pro- 
ductivity of the worker here, in many cases, though, that would not 
be reflected on the submission of the bid on the flat dollar-and-cent 
basis, where the bid is called for on a national scale—on a national 

call for bids? You put in your bid and the other fellow puts in his, 
ad then as your work goes on, you may shave your time down a little, 
but you don’t always have the opportunity to show that on submitting 
the bid, do you? 

Mr. McLaventrn. No, sir. 

Mr. SHetiry. So that it operates against the west coast where the 
bid is called for on a national basis right from the start ? 

Mr. McLaucuurn. Yes, sir, I would say that is definitely true. 

Mr. Suettey. And you do recommend that where the Navy and 
the Maritime have ship work that it be put on an area basis, the bids 

called for on an area basis, rather than on a national basis? 

Mr. McLaveuri. Strongly; yes, sir. 

Mr. Norstap. When you speak of east coast, do you refer to a 
worker in Maine or one down in Misslesinni, between which there is 
quite a difference, I understand ? 

Mr. McLaveutin. I would refer to one in Mississippi as being on 
the gulf coast. 

Mr. Norsiap. Well, what is your differential on your gulf coast as 
against the west coast. then? Is it even greater? 

Mr. McLaveutin. It is even greater, [ would say. 

Mr. Norsiap. As to productivity ? 

Mr. McLavenuin. No; I am speaking of their average hourly cost. 
The gulf coast, I suppose climatically, would have an advantage over 
the East, in my opinion. Their conditions would approach ours. 

Mr. Norsuap. But the wage scale is even lower in the gulf coast 
areas ¢ 

Mr. McLaveuuin. Yes, sir. 

Mr. Norsiap. And the productivity a: 

Mr. McLaveutin. I sense that, yes, sir, from analyzing their bids. 

Mr. Norsiap. They have been ge ting a lot of contracts, I notice, 
away from the Oregon points recently, which has been very distressing 
to them. 

Mr. Maeneson. Mr. McLaughlin, last spring or summer your com- 
pany was bidding on some naval vessels; was it not ¢ 

Mr. McLaveut.i. Yes, sir. 

Mr. Macnuson. Destroyer escorts ? 

Mr. McLavcuuin. Yes; two DE’s. 

Mr. Maenvson. Who got those contracts? 

Mr. McLaventin. Defoe Shipbuilding Co. in Bay City, Mich. 

Mr. Macnuson. Were you outbid ? 

Mr. McLaveuuin. Yes, sir; we were second bidder in that case. 
They were $300,000 per vessel below us. 

Mr. Magnuson. Now, you say that you have a factor in your favor, 
which is the climate, better productivity, but you did not define it very 
specifically 

Would it not then be to the industry’s advantage out here to establish 
that statistically on the history of previous jobs, so that we would 
have something more than just the claim that we do have, better 
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climati ond tions and we « in work more days in a year, and so forth, 
or ha ul Loing like that been done ¢ 
Mr. McLaueGuur. I don’t believe that any attempt has been made 


to estab i it point. ' 
Mr. Suectey. May I interrupt here? / i 
. study made by the old Maritime Commission just before 
ty oh vion,. 1 d we organized the Fe leral Maritime } 
Board, | e Stanford Research Institute, and it showed exactly 
( ; |. that even t ugh the big cost might be higher ' 
e differential and the cost of shipping ' 
{ re it Vas more eco Liomical and bene- 
o the Government because of the time element, the productivity, 
r to this day been public ly released, and some 
g vel aespe rately to gel hold of it and to get It j 
opy of it down at Stanford University last year, but I was 
py of it (ad BA 
\i \] , nN. It ‘the Burt iu of Ships pays ul least lipservice 
to the Bremerton Naval Shipyard. They 
ter matic mditions there and the greater pro- 
I CO | that it is a factor to our advantage out 
( be taken into any great consideration in 


son. We thank you very much, Mr. McLaughlin. 
0) as Mr. W. A. Olsen, sales manager of the Com- 


. NTU? au iw A OTN 
SLIMIUNY ' V a Lis tun 


Mr. Chan , Lhave only a facility report here on the 


Shipyard, W v, Wash., formerly the Winslow 


M R Ss building Co., \ built in 1907. It is located 
’ rbor, only a 40-minute ferry 
ItY OT Seattie. \ecess » the island also possible vila 


-at the north end of the island, making it strategically avail- 
Bremerton Navy Yard and other points on the mainland. 
Che yard has been individually owned since June 1953, and since 
sed and operated by Commercial Ship Repair 
Co., d on of Pacific Car & Foundry Co. The nearest railroad 
onnection is tt Ferry or barge is used in transporting from 
\W low to Seattle. 
The water depth at the yard is 28 feet; in the fairway, 45 feet; in 
the channel, 45 feet: mean range of tide at the yard, 17 feet. 
There are two building ways as follows: One with maximum length, 
) feet; beam, 58 feet ; maximum tonnage, 6,000; and water depth at 
dropoff, 18 feet; and the second with maximum length of 280 feet ; 
beam 51 feet; tonnage, 4,000; and water depth at dropoff, 18 feet. 
Kach of the ways is served with a 5-ton bridge crane. 
In addition to the above-covered ways, there is an inside construc- 
tion area of 100 feet by 120 feet with assembly area of 120 feet by 
10 feet, with an exit of 40 feet by 18 feet for steel assembling. 
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The yard is equipped with 1 floating drydock with a capacity of 
1,200 tons, and with a cradle-type marine railway of 320 feet in length, 
cradle beam of 76 feet, maximum vessel length 340 feet, 4,000-ton 
capacity, with draft forward 17 feet, aft 20 feet. a, 

The mold loft, 100 feet by 120 feet, is located over the boilershop. 
All other production shops, rigging loft, machine, electrical, and pipe 
shops, are located in combination shop and warehouse building. 

There are 2 piers at the plant, 1 with 380 feet available for double 
berthing and the other with 860 feet available for double berthing. 
Both piers may be used for repair or outfitting. The plant consists 
of 81% acres that is all legally controlled and developed. 

The Winslow yard, during the time it was owned by the Winslow 
Marine Railway & Shipbuilding Co., engaged in the following new- 
construction program for the United States Navy: 

November 12, 1941, through August 23. 1943, four 220-foot AM 
minesweepers. 

November 11, 1942, through December 30, 1944, 13 180-foot mine- 
sweepel 

September 26, 1944, through November 1, 1945, four 65-foot Y'TL 
tugs. 

At present there is no new construction in progress. 

During World War II the Winslow yard had a maximum of 3,500 
em] loye . At the present time there are approximately 150 em- 
ployees. At maximum capacity the yard could accommodate approx- 
im itely 3,000 additional productive employees. 

Pier 66, Seattle, Wash.: At our Seattle plant, pier 66, we have com- 
plete facilities for dockside repair work and conversion work of any 
type on any size vessels. The personnel varies, depending upon the 
type and amount of work to be accomplished. A maximum of 500 men 
have been emp] yyed, with a minimum of 50. At the present time we 
have 150 men employed. 

[ am very sorry that Mr. Black, vice president of the Pacific Car & 
Foundry, is not here. 

Mr. Black wishes me to emphasize the following paragraph on the 
prepared statement presented : 

We would like to draw your attention to the fact that the new con- 
struction in the Puget Sound area has been practically at a standstill. 
At the present time the yards are working at about 15 percent of their 
capacity and this fluctuates from a high of 15 percent to a low of 5 
percent. 

It makes it practically impossible to keep well-trained and qualified 
mechanics or to train young men to carry on this industry. 

With the world situation as it is today, we certainly feel it is very 
important for the security of this Nation to keep the ship-repair in- 
dustry and ship-repair facilities alive and in operation so they can 
expand to meet an emergency and also to build up and retain mechanics 
and supervisors in this industry. 

We therefore strongly urge everything possible should be done to 
have additional ship repair and new construction allocated to the 
Puget Sound area, to help us to maintain a suitable working force that 
could be expanded when and if the time comes, as it will mean so much 
to our national security, and so that the shipbuilding industry, which 
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played such an important part in the building of new ships for the 
Navy during World War II, can survive on the west coast. 

Mr. Totierson. Mr. Olsen, may I say that you can observe all of 
the members of this special subcommittee are from the Pacific coast, 
and the sentiment that you have expressed in this statement are the 
sentiments supported by every member of this committee. 

We appreciate your coming and submitting this information for the 
record, and in giving us your views. 

Mr. Petry. I would like to comment, Mr. Chairman, that Mr. Black, 
who is not here, is the chairman of the mayor’s maritime committee 
in this city of Seattle, which is a committee composed both of labor 
and management, and they have done a valiant service in the interests 
of preserving the maritime industry. 

I am sorry he is not here, because I think, as the members of that 
committee would all say, he has been an excellent chairman and the 
committee has done a remarkable iob both for labor and for the 
industry, and for the objectives for which they are working. 

Mr. Totterson. Thank you, Mr. Pelly. 

[ would like to say for the record, of course, in connection with 
what you have just mentioned that Mr. Black has written to us many, 
many times in connection with matters pending before our committee, 
and we were always very appreciative of his interest in those prob 
lems, and appreciative also of the contributions made. 

Mr. Orsen. There is this additionally concerning the Everett 


Yard: 


COMMERCIAL SuHip Repair Co., DIVISION OF PACIFIC CAR & FouNDRY Co., PIER 66, 
BELL STRE! I MINAL,. SEATTLE 1. WASH 


EVERETT YARD 


United States Naval Industrial Reserve Shipyard at Everett, Wash., under 
Pacific Car & Foundry Co., is situated on 81 acres of land along the 

shore of Puget Sound within the city limits of Everett 
The s equipped for ship construction and repair. Waterfront facilities 
consist of 4 piers 500 feet long, 1 pier dredged to 50 feet to handle drydock, 2 

dredged t 0 Tes ind 1 to 20 feet 

lhe ship construction ways consist of 3 double ways 110 feet wide by 340 feet 
long. There are gantry cranes on each side running the full length of the ways. 
[Two double ways 110 fee wide by 200 feet long have crane ways on each 


lou t 
side for the use of portable cranes 

rhere are approximately 150,000 square feet of shop space, completely 
equipped, consisting of the following shops: 

Machine, steel, pipe and copper, sheet metal, electrical, forge, joiner and 
paint 

here is also an 80 foot by 200 foot unobstructed mold loft. 

Warehouse space consists of 90,000 square feet. 

There was a maximum employment of this yard of 6,000 employees on 3 
shifts during World War II. There are approximately 200 employed at the 
present time. 

During World War II they built large steel floating drydocks, barracks ships, 
and tugs 

At the present time the yard is primarily set up for building destroyer escorts. 


Mr. Totierson. We thank you very much for your presentation, 
Mr. Olsen. 

At this time I would like to call on Mr. M. E. McLaren. secretary of 
the Seattle Metal Trades Council. Mr. McLaren. : 
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Mr. McLaren. Mr. Chairman, I have no prepared statement, be- 
cause I did not know that one was required. 

However, I have a lot of very strong feelings with respect to ship- 
building or ‘the lack of it, and the effect on our economy here in Seattle 
because we don’t have this shipbuilding. 

I am particularly pleased that we have here a Representative from 
the State of Washington as chairman of this committee. 

I am particularly pleased that we have men like Mr. Shelley and 
Mr. Allen on this committee, because in the past at various times | have 
had occasion to meet with them, both here and in San Francisco, and 
we have had to fight back and forth, it seems, between the two ports, 
as to whether or not we were going to get the work, or they were going 
to get the work. 

[It reminds me about the old Bible story about the poor man trying 
to get the crumbs from the rich man’s table, the rich man being in this 

case the eastern yards, where they seem to hog it all. 

There are many questions that you asked this afternoon with respect 
to the workload or the lack of workload in the yards in Seattle, and 
having been more or less active on the waterfront for the past 25 or 30 
years, as well as in San Francisco, by the way, in the old Union Iron 
Works, I think that I am in a position to tell you what some of our 
problems are. 

The lack of work has caused our work force to almost completely 
disintegrate. The age, as explained by Mr. Zener has been 50 or better. 
There is absolutely no incentive for an apprentice to become interested 
in shipy: ard work, because so far as it has been more or less non- 
existent. 

We have tried to interest young fellows in the shipyard, and because 
of the lack of continuity of work, they are just not interested. 

The repair situation has been particularly bad in Seattle because, 
well, for many reasons. We feel that repair work and shipwork gen- 
erally should be allocated on a regional basis. We have been fighting 
for that for years. 

And I have here the merchant marine study and investigation, at 
which time I attended this meeting and Senators Magnuson and Pelle 
grini acted as secretary, and there are volumes of the same material 
and the same matter that we are going over here again. I only hope 
that the meetings that are being conducted now are going to be pro- 
ductive of more good than these were at that time. 

We are happy to supply you with all of the information that we 
can supply you with. I have with me representatives from the various 
craft unions here today, who either have worked or are working in 
the shipyards at the present time, and who are familiar with the 
problems that we are faced with. 

We feel that the answer to the shipbuilder’s problem, and our prob- 
lem, is, as I said a moment ago, the allocation of work on a regional 
basis. It seems that there is no other way to overcome some of the 
eventual differentials, and I am not speaking now of the 40 cents an 
hour increase that was mentioned by the two gentlemen that preceded 
me from the shipyards, because it really does not amount to that much 
by quite a considerable amount. 
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However, our productivity is much higher in the Puget Sound 
urea than it is almost everywhere else in the country. And with all 
due pect to the Bay area too, we, after all, are brothers under the 

them that, even if we do fight back and forth—— 

Mr. Touierson. With all due respect to them, I agree with you. 

Mr. McLaren. Thank you, Mr. Tollefson; that was spoken lke a 
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( e ind that a ve el comes in, and there is about $20,000 worth 

of work to be done, and painting and similar work; and we find a great 
deal of work | gy aohne DY peopie who should not be doing the work 


If they want to contract to work, let them contract. If they want 
to use their own people, why not take it out to sea, and do it out 
there where they are supposed to do it—not in a port, where it is 
creating, it is lowering the morale of both parties—the people work- 
ing on the ship as well as the shipyard workers that are working 
alongside these people. 

Itisnota very healthy situation. 

[ made a couple of notes as I went along, and with your indulgence, 
Mr. Chairman, I want to disagree with Mr. Zener insofar as the 
reactivating of one of these yards is concerned, because when, as you 
gentlemen know, during the war Seattle was primarily designed for 
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naval work, we had destroyers and we have CVE’s; we had mine- 
weepers; we had AMF’s, and we had other vessels that were connected 
with the Navy. We were not entirely, I would say, deprived of buil a 
ing merchant type ships, like the ol | Hog Is land ‘Victory, Liberty, 
the new type Mariners, but our yards were built up—at least one of 
them was built up overnight, in a very, very short length of time. 

We had approximately LO ti or better on which de troyers were 
built, and we were extremely successful. We turned these out even 
faster than in Maine where they were supposed to have set or to have 
established a record, because at least we don’t have the freezing weather 
they have back there. We have more man-hours in which we can 


work. And, as you heard mentioned a few moments ago by Mr. Flem- 
Ing, Ww! ere they have 126 inches of rain in Astoria we have less than 
» or 40 inches here in Seattle—just a slight drizzle, enough to keep 
the dust down most of the time, so the DOYS V n't get affected by t] 
ust. 
But tl e destroyer program kept us from building the merchant-type 
Vesst Is: consequently we have vpneen more or le SS confined to that, and 
the period ot time it requ red to put those y iras to oper: ition, in my 


4 ; ’ 
inot be any year and a halt, 


ypinion, in the case of an emergency, wo 
iuse t] e yards have been kept up, as Mr. Z ner says, quite we 


[t would mean the converting of the w LYS, as Mr. Fleming p nted 
t, to a ditferent type of w: v. to accommodate these \ ls. and 
robably some dredging to put a little deeper water around there 
vhnere hey are launched: but the Puget SFound Bi ave « Li ig c 
Co. did that on their own initiative in dredging out for the d1 kk 
hich wv brought down here from Everett, Wash., is presently e, 
ind d Oo i pretty good job 
I ( tred Ine prog am ha been hn use o the Coh } iL invivel lke 
re i these y sels, of which there are sevel na And Lt k 
Mr. Pell ie cee cele ve have been d minated against 1n 
some of these vessels not being kept here in Budd Inlet. 
{ think that in Olympia we have an excellent storage, and I went 
k to Washington, D. C., during the latter part of the wan 
( nh the’ l ictivate the ve ina ft a to get 
these vessels, or at least the N ivy vessels, placed in storage in Lake 


Washington. 

| Pot mvself thoroughly disliked by a great many of the re ident 
on the east side of Lake Washington because I felt that we would hay 
in annual payroll of about $1 million in keep ing these Navy vessels up. 
We have probably a few hundred people who completely stymied this 
program. We have the finest inland water storage in the world in 
Lake Washington, and we just have not been successful in getting that 
storage made available. 

I think without taking up too much of your time, Mr. Chairman, 
that that briefly is all I have to say with respect to our problem. 

Mr. Torierson. Well, Mr. McLaren, all the members of the com- 
mittee, of course, appreciate your coming here to give us your views. 

At the same time I want to say that the committee appreciates the 
contributions that you have made through your correspondence to the 
committee in connection with the problems that have come before our 
committee from time to time. 

Mr. McLaren. We hope we have not abused that privilege. 
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Mr. Totterson. You certainly have not, and we want you to knew 
that we certainly appreciate receiving your thinking on the problems 
that comeup. We need the views of the people out in the various ship- 
building areas of the country to help us find some answers to the prob- 
lems that confront us. 

Of course, you know from what has already been said here that the 
committee is greatly interested in having a sound, long-range ship- 
construction and ship-repair program. ‘We think we have gotten a 

rogram started, but, you know that just like other programs, we will 
probably have to sell it again to Congress next year and maybe every 
vear after that. 

So if we introduce some legislation as you know calling for the con- 
struction of a definite number of ships per year from now on in, one 
of the bills provided for the construction of 60 ships per year. That 
followed the recommendations of the Maritime Administration. The 
objective of the legislation, of the proposed legislation, was to replace 
vessels in our present lay-up fleet, which are fast becoming obsolete, 
and I |} hope with you, and the committee members hope with you, that 
we can sell our program to the rest of C ongress and people like you 
ind the other witnesses who have testified will he Ip us to do so, with 
the information that you have supplied. 

Mr. Auten. One question, Mr. McLaren: You talked about reestab- 
lishing some of these construction yards, and you mentioned the time 
it might take to rebuild the ways. 

I have been under the impression that the ways and the plant’s 
physical condition can be taken care of in far less time than might be 
req ined to build up a well-trained labor force. 

Could you give us your appraisal of how long it would take on a 
nationwide basis to build up the force that would be required in the 
Pacific Northwest to what was the last wartime peak ? 

Mr. McLaren. Well, Mr. Allen, at the beginning of World War IT, 
I was more or less instrumental in setting up trainee programs and 
through the War Production Board I was also instrumental in setting 
up classes for welding. 

As you know, we got away from the old riveting of vessels, and 
idopted the a w method of wek ling, which has been passed and ap- 
proved by the Navy and other agencies for quite some years. 

We found that we could, on new construction, whether the work 
was more or less—well, where the work was more or less repetitive, we 
could train these men, and we called them the so-called 90-day won- 
ders, who eventually turned out to be excellent mechanics. But we 
could within the 90-day period turn out men who were qualified to do 
a repetitive job, where they did the same thing over and over again. 

The other gentlemen from the shipyards have explained to you the 

difficulty of training skilled repairmen, which requires a much higher 
eed of skill than it does for the new construction work, where you 

‘an take a skilled man and put him in charge, and he can instruct the 
other’. 

On repair work, the work is such that it requires initiative, indi- 
vidual initiative on the part of the individual, and it takes some time 
to qualify a man for repair work. 

On new construction, no—it does not take the same length of time, 
because the work for the most part, as evidenced by Kaiser in the 
Oregon area, was of such a nature that it could be fabricated for the 
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most part in the shops and then taken over and welded together right 
on the vessel. And in that way that could be speeded up, speeded up 
considerably more than the repair work which requires, as 1 say, indi- 
vidual initiative on the part of the individual. 

Mr. Suetiey. But you still need a certain number of leadermen and 
a nucleus of skilled men ? 

Mr. McLaren. Yes; you need the leadermen and the skilled men. 

Mr, Sueniey. And there is a deficiency of those to meet an emer- 
gency situation ¢ 

Mr. McLaren. Oh, yes. I was quite interested in your question as 
to where these men have gone. The Boeing Airplane Co. has absorbed 
a great many of them. The atomic plant at Richland has absorbed 
many more. 

[ made it my business some time ago to make a study of where 
these men had gone, and with the assistance of the various unions I 
discovered that they were in every possible work that could be imag- 
ined. We found them as bellhops in hotels; we found them on the 
farms and in practically every line of work, but your true shipyard 
man, there is a certain nostalgia; he wants to get back along the water- 
front because that is where he lives and works, and to him the odors 
and the smells of the shipyard mean life and breath to him. And 
that kind of man is not easily trained. He is like a sailor who goes 
to sea all of the time. 

Mr. Aten. Well, my recollection is that down in the San Francisco 
Bay area they started in 1939 with about 13,000 men working, and it 
took them until 1943 to get up to the peak of 145,000 men. 

Mr. McLaren. That is about right. 

Mr. Auten. Or something like that. Now, would we face again a 
similar situation with regard to the length of time it takes to get 
going if something were to break out in the next 4 or 5 years / 

Mr. McLaren. Well, I think because of the fact that the population 
has moved westward there would be a considerable difference. We 
in the State of Washington have grown in population, and California 
has grown immensely. We have a larger manpower field to draw 
from than we had then. The people that came out here stayed out 
here—a great many of them stayed out here—so we do have a larger 
reserve to draw from, larger than we had then. 

Mr. Auten. You heard Mr. Zener or one of the other witnesses 
testify with regard to the employability of the people who are laid 
off in the shipyard. 

Would you expect any considerable number of them to be unemploy- 
able in other industries and to go on relief ? 

Mr. McLaren. Well, when I checked with the Labor Division of 
the State of Washington 2 or 3 times this past year, when our workload 
was at an exceedingly low ebb, to find out how many of those people 
who were registered were waterfront people, there was a very high 
percentage of them who were waterfront people, who had formerly 
worked along the waterfront. 

It is not the easiest thing in the world to transplant a man from 
waterfront work to an entirely different line of work. 

We have somewhat similar plants which were during the war occu- 
pied in building tanks, General Patton tanks, and things of that sort, 
where possibly for instance a boilermaker could fit in in certain lines 








48 WEST COAST MARITIME INDUSTRIES SURVEY 


of work, or a welder: but the vast majority of people found it rather 
difficult t to be placed in other lines of work, at least, very readily. 

It took some time for them to adapt themselves. And as long as we 
had t irtime contracts in the building of defense equipment, why 
we CO i] ld find a place for a great many of them. But there were quite 


itew tf we CO ld not find a place at all. 
And one thing more while I am thinking about it is this: It would 
be a wonderful thing if, when these contracts are let, or a ship comes 
from bothballs to be re paired, that there is no time limit. 
Now, Mr. Fleming mentioned that briefiv in his talk, and it bothered 


me, because Mr. Zener mentioned the hills and the valleys. If a ship 
comes in and the contractor is told, “You must have this vessel out 
within 30 days, 10 days, or 12 days,” or something like that, he imme- 
diately has to start in on overtime. 

Well, now, our boys “se ite the money that they obtain from 
overtime. but they would much r: oh er work steadily an id do aw: iv with 
the overtime. And if that col | be handled in such a way that we 
are not either going to have a peak or a depression, it would mean a 


whole lot to the industry, and it Feaaihs | be less expensive, less costly all 
the way through. 

Mr. Petiny. Mr. McLaren, I would like to inquire as to whether or 
not trom your knowledge of the pool of workers for repair work, 
whether the Pacific coast would have, say, 29 percent as against the 
east coast and others ? 

[ noticed that the allocation of this $12 million in repair work was 
based on that figure. 

Do you think that that is a fair allocation to the Pacific coast? 

Mr. McLaren. Well, there a gentleman from New York, I believe, 
over there in the corner, where 34 percent of the work has been done 
in New York and 50 percent of the east coast work was confined d sole ly 
to New York, I think on that basis 29 percent is not very muc! But 
we are not going to quibble over it. If we could get that much, I don’t 
th nk we woul {| be too unh; ap PY, woul | we, Mr. She lley ¢ 

Mr. Sueiiey. It would be a big improvement over what we have 
bee vetting. 

Mr. McLaren. However, we would like to not be considered a suburb 
of San Francisco. 

Mr. Macnuson. Mr. McLaren, from the way things have been going, 
do you foresee any such dire possibilities as the complete elimination 
of the ship construction and ‘his repair industry on the west coast? 

Mr. McLaren. Well, Mr. Magnuson, you have been around Seattle 
for quite some time, and if you will remember, quite a number of years 
ago, public-spirited citizens in the city of Seattle raised $100,000 for 
the sake of building the battleship Ve braska. 

The people here did that. I was not quite old enough at that time 
to have anything to do with it, but we did that because we felt that 
this is one section of the country that needed shipbuilding—that, and 
the old Moran yard was the nucleus of what you might say is our 
present shipbuilding. 

Well, following the First World War, shipbuilding dropped down 
to such a low ebb that we had only one yard that could be considered, 
you might say at all, and that was Todds, and they had a very small 
fraction of people employed there. 
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The rest of the yards, with the exception of our small boatyards, were 
practically nonexistent. When the war came on, and the dredging 
started, we built up over on Harbor Island Plant A, a branch of Todds. 
We again formed a shipyard nucleus or a shipyard pool, which we have 
the remnants of today. I don’t know whether that answers your 
question or not ? 

Mr. Totiterson. Mr. Magnuson ? 

Mr. Macnuson. Well, if we were to be limited to the east coast 
facilities and the gulf coast facilities, what would that mean? 

Mr. McLaren. Well, it would mean this—— 

Mr. Maenuson. Just for lack of support of an industry on this 
coast, what would that mean in terms of national security, in your 
opinion ? 

Mr. McLaren. Well, it would mean this: We would have a 2-ocean 
navy with a l-ocean shipyard. That is what it would mean exactly. 

Mr. Totterson. Would you yield there? 

Mr. Maenuson. Yes. 

Mr. Totterson. And may I ask this question: 

What would happen if we got into a third world war and the center 
of fighting was in the Pacific, and somebody dropped a bomb on the 
Panama Canal? 

Mr. McLaren. Well, I get the Navy paper from the Puget Sound 
Navy Yard all of the time, and there was quite an interesting state- 
ment there with respect to the Yranklin Delano Roosevelt, which is 
presently being reactivated at the Bremerton shipyard, and some of 
the trials and tribulations they had going around the southern part of 
South America. 

Well, obviously, with the loss of the Panama Canal, and with no 
shipyards capable of handling or building a ship of that sort on the 
Pacific coast, we would be utterly lost. And it looks to me, not being a 
student of the East, it looks to me there as if our next problem is going 
to come from that direction. 

Mr. Maanuson. I would just like to observe that my ques- 
tions and the questions of most of the other members of the sub- 
committee have been keyed to the idea of a national emergency, and 
some sudden demand upon the shipyard industry, and I think perhaps 
that we shouid emphasize that we believe that the shipyard industry 
should be kept at a stable level regardless of whether we are going to 
have a war or not, or whether any great emergency such as Pearl Har- 
bor or a third world war should arise, and that it is desirable to meee 
a fair share of this work on the west coast, and to keep a live, going 
shipyard industry, both in repair and in construction. 

Mr. Torierson. As I indicated at the outset, the committee 
is interested, of course, in constant employment and in maintaining a 
healthy economy every place, but we are prim: arity interested in the 
national defense aspect, in that we want our yards to be ready in the 
event of an emergency. 

We want ship skills in the event of an emergency, and the only way 
that we can have them is to have constant employment in peacetime. 

Mr. McLaren. Well, Mr. Tollefson, years ago we had three vessels 
sail out of San Francisco to Australia all of the time. Well, they 
made these trips constantly; these vessels did. 

We used to have the Alexander line up and down the coast between 
here and San Francisco and in Los Angeles we had the Yale and 
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Harvard—we had 5 or 6 different steamship lines between here and 
Alaska. Where are they now? We have none of them. We have 
given away on the Alaska side to the Canadians, who are putting in 
new vessels running up and down the coast here, and if it were not 
for the Jones Act, they would have the whole of Alaska. 

And we have before you now the problem which we are going to 
discuss tomorrow of ships being taken off, even from Alaska, the very 
lifeline of this country, where we are so close to Russia, and it just 
does not make sense to the average workingman when we leave our 
whole northwestern part of the United States completely unprotected 
with nothing to take care of us in time of emergency excepting pos- 
sibly the Alaska Highway. 

It certainly does not take care of the coast at all. 

Mr. Touuerson. One of the problems that this committee has, and 
t is the same problem that every merchant marine committee has 
had in the past, has been to get sufticient public support of a maritime 
program and sufficient congressional support of it. 

You who are in the maritime industry in one phase or another of 
it are aware of its importance, but the average citizen is not, and 
neither is the average Member of Congress, and it is a constant struggle 
every year for us to sell our program, or even a part of it, to Congress; 
und that is one reason that we are having these hearings. We want 
to build some fires back home a little bit. 

Mr. McLaren. Well, we need some help. It is up to your group, 
to your committee, you gentlemen, to devise ways and means of secur- 
ing that help. We know the farmer receives 90 percent of parity for 
most of his articles, particularly his potatoes and things like that, 
and other vegetables and garden truck and wheat and things of that 
nature. The airlines have received subsidies; they have been helped ; 
our shipbuilding industry is in the doldrums, and has been, after each 
war. Those of us who have lived through it have seen it come and 
go, and we get no help from the average American taxpayer in even 
considering our problem. 

Now, whether it is because we just have a few maritime States on 
the east coast, the gulf coast and the west coast, I don’t know; but 
we need to alert the American citizen to the need for not being fourth 
or seventh where we have dropped now, and yielded place to prac- 
tically all of the foreign countries whom we have subsidized by per- 
mitting our contracts to be let over there, and I feel quite keenly 
about that. It sometimes burns me up to think that work that should 
be done in this country is being let abroad to help those people that 
a year or so back we were fighting, and building up their navy and 
building up their economy and letting ours go down. It just does 
not add up to me at all. 

Chairman Totierson. Well, it does not add up to us, either, and 
I w: ant you to know that the members of this group here and the bulk 
of the members of our committee are fighting every year to get con- 
gressional recognition of the importance of the American merchant 
marine. 

You talk about subsidies, for instance. For the first 10 years after 
the Merchant Marine Act of 1936, our Government provided better 
than $2 billion in subsidies to the farmers—2 billions, at the same 
time it spent about $60 million in subsidies for the merchant marine. 

Mr. Sueiiey. And of course they got some of that back. 


ve 
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Mr. Totterson. Yes, they got some of that back. 

So it is a selling job that we have to do in Congress, and amongst 
the public. I hope that we are successful, and, as I have indicated 
before, we appreciate the help that people like you give to us because 
you are the fellows who give us the ammunition. We appreciate it 
very much. 

Mr. McLaren. Well, I am particularly pleased that we have people 
who understand the problems as well as you gentlemen do, and are 
certainly aware of them. We feel that our cause is not entirely lost 
when we have people who understand, like Mr. Shelley—Mr. Shelley 
has been active in this—of course, I appreciate the fact that he is 
working hard for the bay area, just as hard as we are trying to work 
for the Pacific Northwest. Our problems are mutual. Our ways of 
attaining these ends may be a little different, but at least we want to 
see those things that we are asking for, and the shipbuilding or ship- 
repair work allocated on an even basis up and down the coast, so 
that we will all havea part of it. 

I certainly appreciate the opportunity you have given us. 

Mr. Norsuap. I would like to emphasize what Mr. Tollefson has said, 
that if you get in a cloakroom in Washington, D. C., in Congress, and 
you start talking to a Congressman from Iowa or Arkansas about 
merchant marine problems, he is completely bored to death, and he has 
no interest in it whatsoever. As Mr. Tollefson has said, it is a constant 
selling job. 

We are interested, of course; we live in coastal States. But those 
in the Midwest don’t seem to care one bit about the merchant marine 
problem, and as I say, it is an uphill fight all of the time back in 
Congress. 

Mr. McLaren. How can they sell their products abroad if they don’t 
have shipping ? 

Mr. Norsiap. Well, that is the kind of thing we are trying to sell 
them. That is the point we are trying to make to them. But my 
point is that with us it is an uphill fight constantly to point out the 
merchant marine problem. They just don’t care in the Midwest about 
it at all. 

Mr. McLaren. We don’t like to bore our Senators and Congress 
men to death writing letters and sending communications and air 
mailing letters and call them long distance, and putting constant 
pressure on them, but we feel that it is the only way that we can survive, 
and it is the only thing I know at the present time that we can do. 

Now I was quite interested in a bill that was introduced by Repre- 
sentative O’Neill, from Massachusetts. I wrote, and I think I sent 
you a letter, Mr. Tollefson, and I think to you, Don Magnuson, and 
I think I did to Mr. Pelly, endorsing that bill, which bill I think 
would go a long ways in helping us in our problems, and that is along 
the lines I spoke a few moments ago with respect to enlisted person- 
nel and others of the ship’s crew not doing work in private yards. 
That would help us a whole lot, itself. 

Mr. Suetiery. I just wanted to say that our efforts are to get the 
work for the Pacific coast. 

Mr. Totterson. Thank you very much, Mr. McLaren. At this time 
we will call Mr. R. B. Bivins, of the Seattle Boat Builders Association. 
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TESTIMONY OF R. B. BIVINS 


Mr. Bivins. My name is R. B. Bivins, of the Seattle Shipbuilding 
& Drydocking Corp., and I was asked to represent the Seattle Boat 
rs Association at this conference, and with your permission I 
will read the letter which I have written here, and then I would like 
opportu ity to say a few words about the facilities which the various 


GENTLEMEN: The undersigned has been requested to furnish information re- 
garding the conditions now prevailing in the small shipbuilding and repair yards 
in the Seattle area. 

The Seattle Boat Builders Association is composed of approximately 14 of 
the many small yards in the area and most of these yards have been in existence 
years prior to World War II. 

During and since World War II, they built and repaired hundreds of vessels 

ich as picket boats, rescue boats, small landing craft, minesweepers, noise boats, 
I ol craft, auxiliary boats, barges, and so forth. 

Some 4,000 employees were in these small yards during the war. At the present 

ese same yards have less than 25 percent of this total employed. Most 


se yards have only skeleton crews employed due to lack of commercial work, 

of Government contracts for construction, the removal of small craft from 
3 vicinity to Beaver and Tongue Point, Oreg., all of which brought about the 
present condition. 

Our information is that while our yards are on the brink of closing down to 
lack of work, that our Government is continuing to place orders for small craft 
in foreign countries. 

We citizens and taxpayers find it difficult to fathom the thinking of our 
‘ted officials in allowing anyone supposedly representing the interests of our 
tizens, to contribute to or condone these actions regardless of the official posi- 


tion he may occupy. 
The contracting department in charge of awarding construction to various 
irds are apparently making all awards on low price only, without any regard 
nditions geographically different and to which they have largely set the 
pattern, such as an award of 9 cents per hour increase in wages to Navy yard 
workers at Bremerton, Wash., effective April 1 of this year. Such actions are 
used by labor in their negotiations with private yards as justification of their 


We believe that our past performances in defense work justifies us in re- 
questing that a fair proportion of this type of work be allocated to yards in this 
irea and that the competition we are required to meet be limited to yards on 
the Pacific coast. 

Respectfu ly, 
SEATTLE Boat BUILDERS ASSOCIATION, 
By R. B. Bivins, Chairman, 

Now, speaking of my yard, the Seattle Shipbuilding & Drydocking 

orp., we have approximately 31% acres in area, as several of you gen- 
das 1 saw this morning, woodworking facilities, machine shops, 
electric shops, pipe shops, and a small drydock. 

We have now a new dock which is 420 feet long. We are located in 
fresh water. The approximate t an varies from 15 to 22 feet. 

We have | uilt during the war 12 YMS minesweepers, 2 cable lay- 
ers for t he Alaska Communic eae System, 2 refrigerator cargo ves- 
sels for the Navy to use out in the islands, and we have built quite 
number of commercial craft of all sizes. 

The other yards, which are a part of this Seattle Boat Builders As- 
sociation, very closely resemble our yard. They all have facilities for 
doing a certain amount of work, and the vy did perform a lot of work 
and have performed well before this small craft was moved away from 


us, 
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We do not know as to why these small craft were moved out of here 
to the Oregon location, but it has affected the small yards here con- 
siderably. For the past 2 to 3 years, I would say, or thereabouts, a 
large proportion of their work has been on Government work. 

Mr. McLaren was speaking before about the time lapses between 
the building of the Nebraska, and what happens if this area is com- 
posed only of small yards. I think that is quite true, and the nucleus 
for those large yards came from the small yards, and they are just as 
much needed now as they were then. 

We do not go into the specialized training which Mr. McLaren 
spoke about, but nevertheless we have various crafts employed in our 
yards who are very important in the shipbuilding industry, and if 
we only train 5 or 6 men per year in the number of smaller yards which 
we have to assist in this work, it amounts to a lot of people in a time 
when you need them. 

[ believe that that is all I have, Mr. Chairman. 

Mr. Totterson. You have heard the testimony of all of the wit- 
nesses that have preceded you. We do not want particularly to 
repeat the questions, but you represent now the smaller boatyards? 

Mr. Brvrs. That is correct. 

Mr. Totiterson. And they are equally important in time of emer- 
gency, are they not? 

Mr. Bivins. They are. 

Mr. Totierson. The same thing would happen to you as in larger 
yards—if you run out of work, your work force is going to be dissi- 
pated, and your facilities are going to deteriorate, and then if an 
emergency comes, it is going to take you a long while to get back 
into produc tion ? 

Mr. Brvins. That is correct. The present contract which we are 
working on was dated July 11, 1951, and we will be through with 
that in another 60 days’ time. 

We have 150 men employed now, and when that job ceases, we have 
no prospects. 

Mr. Sueiiey. Is that a minesweeper program ? 

Mr. Bivins. Yes, sir. 

Mr. Petty. Mr. Bivins, I raise the question as to the statement you 
have made for the record that the increase of 9 cents an hour last 
April to the Bremerton Navy Yard workers had a detrimental effect 
in your bidding. 

My understanding of the raises that are made in the public ship- 
yi ards is that they are raised to the level that is paid within the area, 

and therefore that their workers would simply be coming up to what 
the yards over in Seattle would be paying. 

Now. I have differed in the past with the employer’s representa- 
tives who have corresponded with me, but that is the purpose of the 
survey that is made of what is being paid in the area, and the raise 
is made on a very careful study by the Department of the Navy. 

Would you comune on that? 

Mr. Bivins. I would be very happy to, Mr, Pelly. 

It is my unders tanding—and this is confined not only to our area 
here, but it has been confirmed by the boatyards in southern Califor- 
nia and also in northern California—that when these surveys are 
made they are not made as comparing the shipyards privately oper- 
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ated with the s hipy: ards oper: ated by the Governme nt, but the av take 
in various crafts and conditions which have absolutely no relation to 
this 11 dustry at all. 

I have been informed by the Southern California Boatbuilders that 
they took the wage rates for the glassblowers and the automobile 
workers and the aircraft workers and all of those things into their 
consideration of what the wage rate was in the area, rather than 
confining it to the industry which it is supposed to be. 

Mr. Pevry. I can tell you that some of the crafts over in the Puget 
Sound Naval Shipyard are not happy with the basis on which the 
survey came out, because they say there they are getting less than 
similar crafts are getting in the Seattle area. 

Mr. Totzierson. As I understand your statement you are mention- 
ing this as an instance of policy pri ictices on the part of the Federal 
Government that react against shipyards here? 

Mr. Brvins. Against our keeping our costs within competitive 
ranges of other sections of the country. A statement has been made 
here this afternoon about a 40-cent differential between the east coast 
yards and those here, and I was told a very short time ago by a ship- 
yard operator in the Great Lakes area that they are paying 60 cents 
in hour less than we are here, and they are building the same kind of 
vessels that we are. 

That is pretty tough competition for us to meet here. 

Mr. Totrterson. Mr. Bivins, we thank you for your contribution 
and for the time and trouble that you have devoted to this visit to 
our committee. We appreciate your interest very, very much, Mr. 
Bivins. 

Mr. Brvins. Thank you, sir. 

Mr. Totierson. Now, we will call Mr. Dalgren. Mr. Dalgren rep- 
resents the Tacoma Boatbuilding Co., and for the benefit of you 
members of the committee, there is such a place as Tacoma, Wash., 
and they build ships over there, and with due deference to everybody, 
the performance record over in the Tacoma shipyard is second to 
none; is that not correct? 


TESTIMONY OF MR. DALGREN 


Mr. Dareren. That istrue. I recently joined this firm, the Tacoma 
Boatbuilding Co., and as such I am present representing the Tacoma 
Shipyard Association at this meeting. 

I would like to read this statement from the Tacoma Shipyard Asso- 
e1ation : 


CONGRESS OF THE UNITED STATES, 
Verchant Marine and Fisheries Committee, 
Hon. Thor C. Tollefson, Chairman, Washington, D. C. 

GENTLEMEN: At a called meeting of the Tacoma Shipyard Association held in 
Tacoma, Wash., September 16, 1954, it was determined to present certain in- 
formation to the Merchant Marine and Fisheries Committee. 

‘he following salient facts were included: 

1. The city of Tacoma, Wash., is possessed of one of the world’s finest natural 
harbors. 

2. Public and private enterprise have combined to establish excellent facilities 
for the purpose of conducting maritime commerce. These are backed by an 
adequate reserve of expert craftsmen trained and experienced in the type of 
work involved. 
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3. These facilities include long-established and well-known plants devoted to 
Le construction and repair of wood and/or steel boats and ships of relatively 
small tonnage and the dockside repair of any ships currently engaged in mari- 
time Commerce, 

1. At least three of the privately owned facilities have availed themselves of 
Maritime Administraticn contracts qualifying them to participate in bidding 
on repairs or conversion of ships operating under Maritime Administration 
jurisdiction. 

5. With a view toward more equitable distribution of such work among qualified 
bidders the Tacoma Shipyard Association respectfully suggests that cognizant 
iuthorities in the Maritime Administration be instructed that all bids for repair 

alteration of all ships falling unde irisdiction of e Maritime Administra- 


ivide the work involved into that which 


tion be so called as to segregate and d 
must be accomplished in drydock and that which can be accomplished while the 
ship is waterborne. 


it further recommended that the successful bidder for that work which can 





ti iccomplished with the sh p wate bor! I not subject to any costs or other 


mpediments which would impair his competitive position with respect to those 


dders who operate drydocking facilities 


This recommendation is made for t re I Lb locks employed 
ire frequently the property of the Government d wh should not reflect 
to the advantage of on izen or group ¢ ‘ than to anv otl 
Second: There see1 to be no b too for the ‘ shipvard 

i. The Tacoma Shipyard Associé ti recomn ds that the committee give 

nsideration to a program providing for the alloca 1 of new ship construction 
ecording to geographical location, with the Puget ind area being one segment 

‘ e 2 rapl eal « ibdiv 

f The Tacoma Shipyard Association favors a ] ram which would dicta 
hat al hip construction financed by United States of An ea funds be built 


n United States shipyards, located within the continental limits of the United 


8. The Tacoma Shipyard Association fay a t e tariff suffi 
uce the flood of imports of fish of hatsoever kind t] tu ins » i! re 
he sale of fish caught under the Ame n flag 
The reason for this is that the secondary ailment charged to an influx of fish 
caught under foreign flags places the shipyard business i) | dy, both with 
respect to the construction of new commercial fishing vessels and the ope ly 
Lr't and ma tenance of th »Aniready h ser 
» In the in l f disburseme { tacit and sl} s, the eq { S 
1 work financed in whole or in part by public funds and the allocation 
vor} >a ng-recognized crit il labor area the ‘acoia Shipyat Ass 
the foregoing a 
he Chamber of Commerce of the City of Ta na has reviewed this paper and 
ncurs in the intent and purpose of it. 
Respectfully submitted. 
TACOMA SHIPYARD ASSOCIATION, 
By J. S. MartTinac, Pre nt 


Mr. 'ToLLerson. Mr. Daleren, on behalf of the committee I want 
to thank you for your presentation, which has added additional in- 
formation to the committee and to the record which we hope to 
establish before our hearings are completed. 

The boatyards in Tacoma have built a lot of fish boats, have they 
10t ¢ 

Mr. Dateren. That is right. 

Mr. 'Touterson. And may I interpolate, they are the finest fish boats 
in the country too, aren’t they ? 

Mr. Dateren. Many of them find their way to California and such 
far-off places as India and Central and South America. 

Mr. ‘ToLLEFson. Now, then, you have built some minesweepers over 
there ? 

Mr. Dateren. That is right. 
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Mr. Tortierson. And the yards that you are speaking for are in 
the category of small boaty: rds, such as those which were represented 
by Mr. Bivins, who preneded vou / 

Mr. Davoren. That is right. 

Mr. Totirrson. May I just add this further, that the yards i 
Tacoma are no different than the yards in Seattle or in the bay area 
with respect to tl e possibili ty of « losing up shop for lack of work ? 

Mr. DALGREN rl hat is right. 

Mr. Totierson. And if they have to close down because they have 
no contracts, then the working force would be clissipated there as 
we is elsewhere / 

Mr. DauerReN. That is true. A lot of it has left already. 

Mr. Totierson. It is gone. 

Mr. Daveren. It left just recently. 

Mr. Totierson. And the shipyard facilities would deteriorate, of 


COUTSe 


Mr. Daucren. Yes. 

Mr. Totuerson. And then the yard in T: — which performed 
so admirably and so ably during World War I and World War II 
would be handicapped in their production capabilities in the event of 

r emergency ¢ 

Mr. DauerEN. That is right. 

Mr. Totterson. We ap pre ciate your coming over here from Tacoma 
to testify. We had thought of the possibility of holding hearings in 


Ta oma, b lb we thoug tm olt be easiel iT somebody from there 
came over here than it aa be for all of us to go over there, and to 
iD ot } riy 


Mr. Dateren. I appreciate the opportunity to appear here. 
| brought alo ya SI all brochi re of our own facility, which is 
typical of that to be found in our yard and eat in the Tacoma 
Mr. Totierson. Is this for the committee ? 
Mr. DALGREN. That is fol the commiuttee, ind other copies will] be 


Mr. Totterson. Thank you very much, and we appreciate having 
the information contained therein. . 

If there are no further questions, we again thank you for coming 
over, sir. 

Now, I don’t know whether there are any other witnesses whose 
names I do not have on the list. If there are any, they are invited 
to come forward. 


TESTIMONY OF R. B. NOLTE 


Mr. Notre. Iam R. B. Nolte, of the Bellingham Shipyard. 

Upon hearing that the name of Tacoma was unfamiliar to the com- 
mittee, I thought that it might be well to introduce the name of Bel- 
lingham, which will I believe in the near future be of considerable 
importance to the Puget Sound area, and to the Pacific coast in 
general. 

Mr. Totierson. May I just interrupt to say that Bellingham is 
already an important city on Puget Sound, and my remarks about 
Tacoma were purely facetious for the benefit of the committee. They 
all know about Tacoma and I am sure they all know about Bellingham. 

Mr. Noure. Thank you, Mr. Chairman. 


~ 
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Recently one of the national news magazines paid us an honor in 
discussing the petroleum developments throughout the United States. 

We at the Bellingham shipyards feel that we have something to 
contribute also both to national defense and to the maritime industry 
by virtue of our being the closest shipyard of reasonable size to the 
Straits of Juan de Fuca. We are 90 miles north of Seattle, and be- 
lieve it or not, are closest to the Pacific Ocean. 

We further feel that our facilities will become of importance to 
the rapidly expanding area there brought about by the incoming 
refineries to their waterborne commerce which will be directly depend- 
ent and brought in by the refineries and as a subsidiary to it. 

I therefore wish to enter into the record a little information as 
to the facilities that we have to offer, which will build up naturally 
the Puget Sound area in particular, but the Pacific coast in general. 

We have a 1,200-ton marine railway, which with a side-trackage 
area enables us to build in the open up to 6 vessels of about 200 feet 
in length. 

We have 4 covered ways capable of building vessels 165 feet in 
length, and 3 ways capable of building vessels of about 185 or 190 
feet in length. 

We can handle both steel and wooden vessels. We are presently 
engaged largely in the minesweeper construction program with 6 con- 
tracts totaling 30 mineswee pers, 15 of the AMS and 15 of the AM’s. 
Those are nearly halfway, nearing the halfway point in completion. 

We, I think, have a situation a little bit different from these areas 
in that our labor does not have an uptown shop to go to even 1f they 
wanted to. 

When we are unable to provide them work, they will retreat to the 
hinterland, possibly to the lumbering industry, possibly to the farms, 
but we feel now with the increase of the other industries there, we 
will lose them to the refineries or we will lose them to the Seattle area, 
which is expanding very rapidly. 

We, therefore, are very interested in eliminating the peaks and 
valleys of the workloads. True enough, with the present minesweeper 
construction program we have been able to very well schedule our 
work, but that, as I say, will come to an end in the early part of 
1956, and we have nothing in sight after that upon which to main- 
tain even a nucleus of either administrative or direct labor personnel. 

I have no other prepared statement to offer to you. I had not con- 
sidered or planned on testifying. However, I did want to get into the 
record these facts, facts about a place that might be called remote, 
but it is on the most extreme northwest corner of the United States, 
which gives it certain inherent disadvantages, but also advantages 
which I believe the committee will recognize. 

Thank you, gentlemen. 

Mr. Totierson. Mr. Nolte, I am glad that you did come down from 
Bellingham to contribute to our record. We appreciate your taking 
the time todoso. You have added, as have all of the witnesses, some 
valuable information to the record which we hope to establish. And 
I might say that if you care to, within the next 2 or 3 weeks, if you 
care to supply a written statement, you may have permission to do so. 

Mr. Notre. Thank you. 

Mr.  OLLErBOM. Are there any questions on the part of the com- 
mittee 
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Mr. Macnuson. I just want to second what you said, Mr. Chair- 
man. As Congressman at large, I represent the Bellingham area, 
along with the Tacoma and Seattle area and all the others, and I am 
olad that Mr. Nolte came down to describe their facilities and their 
problems up in Whatcom County. 

Mr. Toxtierson. If there are no further questions, we thank you, 
Mr. Nolte. 
N there any other witness who desires to testify ¢ 

Will you come forward, please, sir? 
TESTIMONY OF CAPT. HARALD FRITZNER 


Captain Frrrzner. Mr. ¢ rman, my name is Harald Fritzner. 
[ am a master mariner. I appear here voluntarily as a citizen of 


he wonderful United Stat 
Before I read my prepared statement, Mr. Chairman, I would like 
iv that it is enl oht ning Tor me to come into this subcommittee 
he ns ind | ir and see the V Ly this meeting IS handled, and par- 
he ousne f each and every member and every witness 
The merchant marine d the Navy and the shipyard problems 
leed as close to my heart as they would be if I were born here, 
I pp not to i\ V born in America, and I chose this 

ry to live in afte | as a grownup master. 


My statement is headed up by “A Billion Dollars Needed.” I shall 


re 
bef { ( " ittee sO far today no doubt has been 
ire. Local pl | ms are important when it comes to 
rine and t yard industry 
\\ ( lit ocal prob] ms proves to be part ot a 
01 vy, we are 1n deep water. 
0 Y tO ent re pecii details at hand presented by 
y experienced shipyard and shipping people, but I am here 
iS a zen I am continuously alarmed over the deplorable 
situation we are in when it comes to the merchant marine, the merchant 
mal ‘laidup fleet,” the vacant shipyards, and the loss of skill. 
[ am on record over a period of years advocating the following 
ul h have bee glected, and continuously neglected, ex- 
cept in the latter part of this Congress, where remarkable progress 


1as been made. 
et e sum it up as follows: 
|. Put all the fastest United States vessels on “alert” basis. 

2. Scrap the worst Liberty ships (those in bad repair) and utilize 
the shipyards for this work. 

Ds Make an mimediate study of and rebuild (convert ) the Liberty 
fleet to a fast-speed carrier, and have this work done by all the major 
vards ill over the United States. , 

t. Start immediate construction of several prototype vessels which 
can outrun a Russian schnorkel submarine. 

For inclusion in the record, I am handing you various data which 
should be studied. My appearance here today is voluntary. It is 
the duty, gentlemen, for any American to speak up before it is too late. 
It must be better and more logical to be prepared also in the “fourth 
arm,” namely, the merchant marine, which so sadly has been neglected. 
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Appropriate $1 billion, and we can start a program which will be 
in line with practical thinking on a national and international basis. 

Let this proposal continue to go unheeded, to the pleasure of inter- 
national communism, and their job in the case of antes war will be 
simplified. The next war will start out with a worldwide sabotage 
attempt on shipping, for which we must also be prepared by estab- 
lishing an antisabotage system, on all ships, in all waters. 

Further, we must not forget that the Panama Canal and the Suez 
Canal might not be available. And, do not forget ‘the some 350 fast. 
schnorkel-type U-boats the Russians are known to have. 

These four last items mentioned should alone be worth a billion 
dollars to safeguard against. 

Mr. Toutterson. Thank you very much for your prepared statement. 
In listening to you as you read it, | recognize that you are keenly aware 
of the seriousness of the merchant marine problem. You mentioned 
the Russian submarine figure of 350. That is about six times as many 
submarines as the Germans had at the outbreak of World War IT, 
and we know what a terrific havoc the German submarines played 
upon the American merchant marine. 

The Russians have bigger and better and faster submarines, and I 
just hate to think what they could do to those old Liberty hulks in our 
lay-up fleet, if we had to use them in an emergency. 

[am very glad that you called attention to that matter. 

Mr. Sneviey. | have no questions, but I think the captain has made 
a very fine statement. 

Mir. Norsiap. I would merely like to make a comment. 

You say that some progress has been made in solving the merchant 
marine problem during the last Congress, and I would like to say as an 
out-of-State resident, I think that we all had a part in it, but it was due 
to the leadership of Mr. Tollefson that that was accomplished. 

Captain Frrrzner. Thank you. 

Mr. Norsiap. He has been very active since he has been chairman, 

Mr. Suettey. May I say that the chairman of this committee has 
done one of the most outstanding jobs ever done by any chairman. 
| Applause. | 

Mr. Totterson. My committee members are most kind, as you have 
heard. But any work that was done was done by the committee as a 
whole, and not by any individual member, and any credit due is due 
to the whole committee. 

The fellows who are here today have done a tremendous job in 
this Congress, which I have appreciated greatly, and which I trust 
the people of this country and the people of their particular districts 
allappreciate. [hope that they are all returned so that we might have 
a nucleus of a Merchant Marine Committee next year. 

If there are no further questions, then we thank you very, very 
much, Capt. Harald Fritzner. 

Captain Frrrzner. I would like to include this with my statement. 

Mr. Toutuerson. Thank you. 

Captain Frrrzner. Thank you very much, Mr. Tollefson. 

Mr. Totterson. Are there any other persons desiring to testify ? 

We have another distinguished guest who walked in just a few 
minutes ago, and I would like to have him stand and take a bow. 
He is Mr. Francis T. Greene, executive vice president of the American 
Merchant Marine Institute. 


54686—54—_5 





60 WEST COAST MARITIME INDUSTRIES SURVEY 


Mr. Greene. Thank you, Mr. Chairman. 

Members of the committee, I thank you for your very kind introduc- 
tion, and for your welcome. All I can say is, what Jack Shelley said, 
that goes double for me. 

hairman Totiterson. Thank you, Mr. Francis Greene. 

Mr. Greene is one of the people, for your information, who appears 
quite frequently before our committee in behalf of legislation intro- 
duced for the benefit of the American merchant marine. He is one 
of our stalwarts. 

Now, then, if there are no further witnesses, may I say to all of 
those who have testified and to everybody here that if you want to 
supplement. your statements by additional prepared statements, you 
may do so by simply sending them to me in Tacoma, Wash., and I 
will see that they are added to the testimony which was taken today. 
| Applause. | 

If there is no further testimony, then, to come before the commit- 
tee, the committee is adjourned, and I may inform the members of the 
committee that we leave Seattle tomorrow morning at 7:15 o’clock, to 
go down to Olympia to look at the laidup fleet. 

I believe that that is all, then, and the committee is adjourned. 

(W hereupon the hearing in Seattle, Wash., before the special sub- 
committee, Merchant Marine and Fisheries Committee, House of 
Representatives, was adjourned, to meet again on Monday, October 4, 
1954, as announced.) 
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MONDAY, OCTOBER 4, 1954 


House or REpresENTATIVES, 
SPECIAL SUBCOMMITTEE OF PACIFIC 
Coast Maritime Martrers or THE COMMITTEE 
on Mercnant MARINE AND FISHERIES, 
Seattle, Wash. 

The subcommittee met, pursuant to call, at 10 a. m., in the chamber 
of commerce board room, Hon Thor. C. Tollefson, chairman of the 
committee, presiding. 

Present: Messrs, Allen, Norblad, Mailliard, Shelley, Magnuson, and 
Bartlett. 

Also present: Hon. Thomas M. Pelly, of Washington; and John M. 
Drewry, counsel. 

Mr. Totierson. The committee will come to order, please. 

As most everyone here knows, this special subcommittee of the House 
Merchant Marine and Fisheries Committee is in Seattle for the pur- 
pose of holding two types of hearings: First to make a survey and 
inspection of the shipbuilding and ship-repair facilities, and to inspect 
the Maritime Administration’s laid-up fleet. 

The second objective of the committee is to hold hearings with re- 
spect to ship passenger service to and from Alaska and particularly 
southeast Alaska. 

The committee had originally come only for the purpose of the 
shipyard and the ship-repair facilities problem, or, rather, to put it 
another way, that was our original program. But when it was learned 
that we were coming for that purpose Congressman Pelly, who repre- 
sents the First District, asked us if we would not while we were here 
hold some hearings in connection with the ship p»ssenger service to 
and from Alaska, and we consented to do so. 

Now the committee, of course, has been and is always interested in 
maritime matters in all of its aspects. 

We do not know whether the testimony will result in action which 
Congress could legitimately take. In other words, the shipping to 
Alaska is not a subsidized activity. However, since I have served in 
Congress we have had constantly before us the shipping problems in 
connection with Alaska, and there may possibly be something come 
out of these hearings and out of our consideration of the subject which 
will result in action on the part of the Federal Government to help with 
that problem in Alaska. 

We have a schedule of about 12 witnesses. We should like to com- 
plete the testimony by 4 o’clock p. m. 

Our first witness is Mr. D. E. Skinner, president of the Alaska 
Steamship Co., whom we will call first for the purpose of getting soma 
background information in connection with Alaska shipping. 
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TESTIMONY OF D. E. SKINNER 


Mr. Skinner. Thank you. 

Mr. Totterson. Mr. Skinner, we are pleased to have you as a wit- 
ness today, and we have called you because we feel that you as a repre- 
sentative of the Alaska Steamship Co. would be better able than most 
anyone else to give us some background information in connection with 
shipping to and from Alaska, and especially the passenger service to 
ind from Alaska. So if you will just proceed with your statement, we 
will appreciate 11 very much. 

Mr. Skinner. My name is D. E. Skinner. I am president of the 


\las Steamship Co. 

On Ii ly 1) our company, the Alaska Steamship Co., effective with 
the sail nye of the steamship Denali on September 24 from pier 4y, 
Seattle. announced the end of its passenger sery ice to Alas ka ° The re- 


turn of this ship to Seattle on this Wednesday, October 6, will bring 
to a close for the first time since 1895, barring wars and strikes, regular 
passenger service which the port of Seattle and our company has of- 
fered to the northern territory. 

The history of Alaska shows that the first commercial passenger 
hip between west coast ports of the United States and oe be- 
longing to the ee Bay Co., the steamship Beaver, arrived in 
Sitka, Alaska, in May 1840. Since that time many passenger ships 
operating fern n the Alaska Territory and continental United States 
ports have come and gone. 

Qur company’s passenger service began with the sailing of the 
Wi//apa on March 4, 1895, and has continued until this time. 

Until the Second World War the Alaskan depended primarily on 
passenger ships for his transportation to and from the States. Dur- 
ng these years the combination passenger-freighter service played 


a major role in the development of the well-known mining and fishing 
lustries. 
It is interesting to note that after the Denali’s last sailing the only 
regular passenger service by water offered to the Al: askan people will 


be that of the Canadian Government with its Canadian National 
Steamship service operating out of Vancouver, British Columbia, and 
then only to the most southern Alaskan port of Ketchikan, every 7 
qaay> 

Why has this happened, and who is affected by it? 

The steamship business is no different than any other in one respect. 
To be successful an operator must have an excess of revenue over 
expenses. Since the Government requisitioned our fleet during World 
War II this has not been true in the case of our passenger service, 

In support of this statement I wish to compare our revenue and ex- 
penses since the first postwar year ot pr iv ate oper ation, a year in whie *h 
our ar ¥, ger service lost $270,000. Passenger fares have been in- 
creased by 34 percent, freight rates by 26 percent—and yet expenses 
aboard ri ships have risen by 40 percent. 

Fares in a competitive industry such as ours are generally deter- 
mined by whatever the traffic will bear, and what the Federal Maritime 
Board will approve. The traffic will bear whatever our competition 
is charging, and our competition is as follows: 

1. United States Government military ships. 

”». United States Government subsidized airlines. 
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3}. Canadian Government-owned ships. 
4. Canadian privately owned ships. 

Let us look at them. In 1952 troopships were operated by the Mili- 
tary Sea Transportation Service to satisfy demands pl: aced on them 
by the United States Army, Navy, and Air Force, incidentally also 
to transport almost 8,000 military dependents, that is, wives and chil- 
dren, between Alaska and United States west coast ports. 

Airlines operating inter and intra Alaska collected in excess of $8 
million as a direct operating subsidy during fiscal 1954 in addition to 
over $2 million which they received as a direct incentive to transport 
mail. Since 1948 air fares between Seattle and Anchorage have de- 
creased from $120 to $75. Minimum first-class fares by ship have in- 
creased from $85 to $115. 

Modern airport facilities have been built throughout Alaska with 
millions of United States Government and Territory of Alaska dollars. 

Not one penny, either Federal or Territorial, has _ ‘n spent to im- 
prove or build a modern commercial water terminal in Alaska. 

It is only fair to say that money has been ap aleaaied ry the 83d 
Congress to rebuild the De oe of Interior’s dock at Seward, 
which should be completed by 1956. 

[ might add in passing that the United States Government spent 
$20 million during World War II to construct a major dock at Prince 
Rupert, British Columbia, which today is being used in competition 
with United States ships, barges, and transcontinental railroads, 

Canadian competition is both public and private. 

Both companies serve only ion southeastern area of Alaska, as far 
north as Skagway during the summer. The Canadian Government- 
owned and operated Canadian National Steamship operate 2 ships 
during the summer and 1 ship to the first Alaskan port of Ketchikan 
during the remaining 8 months. 

The privately owned CPR has one ship left in service, operating 
only saceadinaal of the yea 

It is no secret that operating expenses principally wages and con- 
ditions—have been considerably below United States standards. It is 
not happenstance that these comp: nies have not seen fit to replace the 
two ships they have lost since 1951—one by stranding and the other 
by obsolescence. 

These are a few of the factors that limit passenger revenues—but 
what of expenses / 

Roughly 80 percent of the vessel’s operating expense is paid out. in 
the form of wages, food, fuel, and insurance. The other 20 perce nt 
is made up of stores, supplies, equipment, maintenance, repairs, charter 
hire, wharfage, dockage, and other vessel expense. 

The biggest of the big four is wages, and this item presents a some- 
what. different picture. Our company is a member of the Pacific 
Maritime Association, an organization of steamship operators on the 
Pacific coast formed for the main purpose of negotiating contracts 
with the maritime unions on behalf of its members. 

As members of this association, we have a voice in determining the 
association’s bargaining position. As long as we are members, we are 
bound by the consequences. Over the last 6-year period, as a result 
of over-the-table negotiations—some of them peaceful—some of them 
vanweaeite -Increases have been granted to the men we employ aboard 
our 4 passenger ships amounting to 75 percent. 


e 








64 WEST COAST MARITIME INDUSTRIES SURVEY 


In addition to increases in basic wages and overtime, new benefits, 
such as welfare and pension funds, have appeared. These are not 
small items. Social security and other payroll taxes, over which we 
have no control, have also risen. Obviously somebody must pay for 
these increases. We either collect them from the public, absorb them, 
or suspend that phase of our operation. We have tried to pass them 
on, and have failed. We have tried to absorb them and have failed, 
to wit: 

Results of passenger service, 1949-53 


Loss | NR Sec ue + bho 20) ie = oe $593, 762 
ae oe ee Loss 
NN dedi cecccanentdias bekanacastinds I I hi cdiccs ce sdiveetemabores 420, 637 
1951 DN he i eet 82, 167 | eceereeenceiee 

IN 5 csacctinseeanieaniom SGM 


There is no other alternative but to suspend service. 

There are those in business and political circles who are quick to 
say that the maritime industry has given in too easily to union de- 
mands. I cannot argue each issue, but I can refer to 1952 and point to 
two examples. 

The Alaska passenger schedule was completely suspended from 
May 23 to July 14 over the Pacific Maritime Association and seamen’s 
inability to agree on increased wages and conditions. This idle period 
amounted to 6 weeks of our 12-week tourist season. It is in those 12 
weeks that we justify our investment in the 4 combination passenger- 
cargo ships, Aleutian, Alaska, Baranof and Denali. It is in those 12 
weeks that we hope to make up the loss of winter operations and lay-up 
costs. 

Later in that year the port of Seattle was tied up due to a jurisdic- 
tional dispute among the foremen. After 5 weeks this controversy 
was settled in court to the point that cargo could once more move in 
and out of Seattle. This tieup did have one healthy aspect—employer, 
employee, politician, and just plain citizen realized the harm to this 
port that was being caused by instances such as these. 

The result was the formation of a maritime committee appointed 
by Mayor Pomeroy and supported by representatives from all affected 
groups—local as well as Alaskan. 

The purpose of this committee was not to settle strikes, but rather 
to prevent them through better understanding among those who could 
cause them and those who were affected. 

The committee has been particularly useful in keeping the so-called 
Alaska lifeline open. There were times during 1953 when ships in 
other ports were delayed in sailing due to labor disputes. This did 
not happen in the Seattle-Alaskan trade, and has not happened since 
this committee was formed. I understand that other cities have 
formed similar committees for the same purpose. 

For many years we have tried to find off-season employment for 
our idle passenger ships. Last winter we were encouraged by a bare- 
boat charter of our steamship Aleutian to the newly formed Hawaiian 
Pacific Line which offered a passenger-freight service between San 
Francisco and Honolulu. Most of you know that it never got started. 
It was said that the company lost over $100,000 in its brief enterprise. 
That is a fraction of what the employees aboard ship and on the docks 
would have earned had they resolved their jurisdictional dispute. 
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Another attempt to increase our winter revenue was made in the 
form of an appeal to participate in the northbound and southbound 
movement of military dependents between United States Pacific coast 
ports and Alaska. 

This involved vieing with one of our best cargo customers, the 
Military Sea Transportation Service, a customer who ships approxi- 
mately 100,000 tens northbound on our ships. It was an awkward 
position for us to be in. However, it was equally awkward to watch 
our weekly passenger ship, with a full-crew complement of 100, sail 
from Seattle on fall and winter afternoons with 30 or 40 passengers 
for a 12-day round trip, while, ironically, in the next berth south of 
pier 42 a military transport was sailing to exactly the same area with 
more than enough passengers to fill our ship to capacity. 

After much debate, we negotiated a 30-day contract, which could 
or could not be renewed at the end of each period. It lasted 4 months. 
We were later told by a MSTS officer in Washington, D. C., that the 
only reason we enjoyed this brief business was that there was need 
for their transports in other areas of the Pacific. 

The question of what MSTS would have done without the Alaska 
berth service was not answered. MSTS argues that they are in- 
structed by the Defense Department to carry all cargo and personnel 
offered them by the Army, Navy, and Air Force. 

We have since learned on September 9, from Mr. T. P. Pike, Assist- 
ant Secretary of Defense, that the Defense Department does not con- 
sider our four passenger ships as essential to the national defense. 

He has stated that these ships—which have never been able to ac- 
commodate all the requests for space from the paying publie during 
the short tourist season—are not acceptable to the wives and children 
of military personnel who travel at Government expense. This opin- 
ion is not shared by most of the 1,500 military dependents we have 
carried during the past year under the above-mentioned contract. 

But what effect will this suspended service have on Alaska? 

There are two extreme answers to this: One is that this is the end 
of an era—the days of the leisurely passenger ship are gone—the air- 
lines are here to stay—most Alaskans can’t waste time riding a ship. 

The other is that this would be a major setback to one of the basic 
sources of revenue for the Territory and that it would greatly hinder 
the continuation and further development of Alaska’s tourist in- 
dustry. 

The Alaska Visitors Association was formed in 1952 with an annual 
budget of approximately $65,000 to do this very job. 

In addition to this, our company’s annual advertising budget is in 
excess of $100,000. Surveys have shown that 80 percent of the tourists 
who enter and leave Alaska do so by ship, mainly through the port of 
Seattle. 

Even if the airlines provided additional planes during this 3-month 
season to transport these 12,000 tourists, and even if these tourists were 
all willing to fly over the scenery which they enjoy by water, there 
are hotel facilities to accommodate only a small percentage. Without 
these 4 passenger ships certain communities whose populations are as 
small as 1,000 will suffer from the loss of from 400 to 800 northbound 
and southbound weekly visitors from all sections of the United States. 
Curio shops will shut down and other tourist-supported businesses 
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will fail. The Government-owned Alaska Railroad and local buslines 
will be seriously affected by the re duction of revenue. 

“The Finale on the Denali” « on Septem iber 24 was a bitter pill to 
swallow. There is no question but that passenger ships operating out 
of Seattle provide one of the strongest links in Seattle’s relationship 


with Alaska. 


I the past Ss ittle has | een severely eritic ized Vv hen these sched 
ules have been interrupted. This is not limited in cas to a national 
problem. for certainly the international aspect of Alaska’s relation 


ship with Canada in general and British Columbia in particular, is one 
to seriously consider. 

Because of the frequent schedules mentioned above, and the sea 
sonal nature of the Alaskan trade, Seattle and the United States acts 
as a large warehouse for the Territory. 

It could be that without the frequent schedules the northern me r- 
chants would be requ! red to build their ownh warehouses. T} Us, ol 
course, would be cost 5 for both areas. And. unfortunately for Seat 
tle, this comes at a most inopportune time—just now when British Co 
lumbia is mak hg its strongest bid for Alaskan business- by its car 
ferry barge service out of Prines Rupert, which threatens to handle 
most of the pulp produced by the Ketchikan Pulp Co.’s new Sd4 
million mill, and by the recently announced plan s of the Frobisher 
Co. for a $700 million hvdroe lectric deve lopme nt at the headwaters of 
the Yukon River in British Columbia—it is poor timing that Seattle 
should lose one of its strongest links with the Territory. Now the 
Alaskan must go through Vancouver to travel by water. The loss of 
6.000 tourists to Seattle each way during the tourist season will un- 
doubtedly take its toll. 

And what of the future? Unfortunately we are members of a sick 
industry. Through our own weaknesses operating costs have risen 
fai beyond any other. Howeve r. since we are considered to be the 
fourth arm of national defense, our success or failure must be a matter 
of national concern. 

As for the future of the passenger-ship industry, the private domes- 
tic service seems to be a lost cause. 

Gone are the Pacific Steamship Co.’s Alexander ships between Cali 
fornia and Seattle. Gone are the regular intercoastal services of 
Grace Line, United States Lines, and others. In times of national 
emergency passenger ships in the Alaskan trade have played important 
roles in transporting troops and supplies to and from Alaska and 
throughout the world. This will be true no longer. 

Many people do not realize that there has not been a passenger ship 
built in the last 20 years suitable to operate in the Inland Passage to 


Furthermore there are none being built. and there are none on the 
di LWwWIhg board. 

These 4 are the last of what used to be a 13 ship United States owned 
Ala ska passenger fleet. If these are sold fore ign or scrapped, only 
highly expe sive new s hips can take their pl: we 

This recent decision is cert: ainly no indie: tion that we are losing 
faith in Alaska. We do not feel justified in continuing to sustain a 
loss on our passenger operation and thereby handicap our freight serv- 
ice, We do not expect the freight rates to carry the passenger loss. 
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But if we were not suffering a loss on our passenger vessels, we could 
further modernize our cargo service. We have spent already over 
half a million dollars on our so-called utilization or container pro- 
— We expect to spend much more, because we must not only 
kee p pace with the development of Alaska, but we must do our part to 
assist In speeding it up. 

In late July we announced an immediate study of seatrain-type 
operation in order to modernize the method of handling cargo to 
Alaska. 

Consideration will be given to including passenger accommodation 
aboard these ships. 

In summarizing our present position, our inability to carry on the 
passenger service is due for the most part to separate Government 
policies. One department of the Government insists that Government 
military ships carry wives, children, contractors, and automobiles free 
of charge to and from Alaska at the expense of the private passenger- 
ship operator. Another department has made it possible to build up 
a strong national air industry through large direct oper: ating subsidies, 
We do not challenge the benefits either to Alaska or to the Nation. 
But with this kind of competition the private unsubsidized water 
carrier cannot possibly survive. 

In our opinion, this service is important to Alaska primarily for two 
reasons, and in the following order: 

1. To support and build up the tourist industry in the Territory. 

2. To accommodate those who prefer water to air travel. 

It might interest the committee to know that during the 4 month 
period, mid-M: ay to mid-September 1953, our company completed : 
passenged-ship voyages out of the yearly total of 66. 

These 32 voyages contributed 75 percent of the 1953 total passenger 
revenue. These voyages during this period averaged 180 passengers 
each way, whereas voyages during the 8 months so-called off-tourist 
season avert aged only 13 » passe ngers e ae h W ay. 

Also it is significant to note that during this latter off-tourist season 
of 8 months, the scheduled airlines carried approximately 13 times as 
many passengers as these ships did and during the tourist season these 
same airlines carried approximately 5 times as many passengers as 
these ships. 

Since announcing our decision to suspe nd the passenger ope ‘ration, 
we have been asked | V (sovernme nt agence ies and priv: ite groups to 
consider resuming on several alternatives designed to continue this 
service. 

These are as follows: 

1. Limit the passenger ships to the Baranof and Denali ona vear- 
around basis, on the theory that the A/eutian and Alaska cannot be 
justified in view of their long winter lay-up. 

Accordingly we projected the remaming 3 months of 1954 on the 
basis of this same 1953 period, and determined that for the calendar 
year 1954, these 2 vessels would lose $36,622 before overhead. 

Overhead for these two ships for this period would approximate 
$145,000, and incidentally, both of these ships are almost entirely 
written off. They have been de *preciated so that their book value is 
the minimum allowed. 

Incidentally also, expense for this projection was made on the basis 
that the ships would be manned in accordance with Coast Guard re- 
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quireme! ts and our own Company policies. There is no assurance 
whatsoever that this would be acceptable to the seven shipside unions 
with whom we have contracts. 

2. Operate the Baranof and Denali as freighters, providing accom- 
modations for only 12 passengers each. 

These ships would have to Vu tify themselves as freighters only, 


the net revenue from 12 passengers would not appreciably change 

lo date we cannot determine that this operation would be eco 
hom cally feasible. 

oO. bet as agents for the Government 1 opel iting some or all ot 
these ships, or others, to the Territory. 
We would not ask for, but on request would seriously consider doing 
this, in the interest of Alaska only. 

\t this time I wish to thank the committee for allowing us this 
time, and I hope that the information presented will be of some help 
to this committee. 


] : 
bhank you. 


Mr. Totterson. You can be sure, Mr. Skinner, that the informa 
tion you have given us is and will be of some help in consideration of 


the } roblem. Did you say in your Statement wh il pe reentage of the 


passengers were carried by air? 
Mr. SKIN NER. No, | didn’t say, Mr. Tollefson. 
Mr. Totiterson. The bull 


k of this, I assume—well, you said that 
dui he the off season they carry 15 times as many, and during the 
tourist season they carry » times as iInany ¢ 

Mr. Skinner. Yes: that is correct. In other words, during the 
entire year of 1953 the airlines operating to and from Alaska carried 
146,000 passangers, and our ships carried, with the exception of the 
few Miliary Sea Transportation dependents, we had carried 17,000 
passenge rs 
Mr. Toruerson. 146,000 and 17,000. How do the airplane rates 

pare wit h yours that is, the passenger rates / 

Mr. Skinner. Well, our minimum first-class rate now is $115, J 
believe. and the airlines have reduced theirs to $75 between Seattle 
and Anchorage. 

Mr. Totterson. If the rates were the same, or approximately so, 
would that make much difference / 

Mr. Sxinner. Well, I don’t think there is any question but that a 
lower airline rate is responsible for a good deal of the business that 
they enjoy. 

On the other hand, many passengers, regardless of what the airline 
rates were, would pay within a reasonable amount of whatever the 
fare is to get to Seattle in 4 or 5 hours. 

Mr. ‘ToLterson. Now, your passenger service heretofore has been 
toallof Alaska; isn’t that true / 

Mr. Skinner. Well, that is true, Mr. Tollefson, except during the 
winter months we do not gO beyond the rail belt area. We do not 
vo farther west than the rail belt area. 

Mr. Totierson. But is it true that the bulk of the passengers car- 
ried, including the tourists as well as the regular passengers, are 
carried to the southeast in the tourist season ? 

Mr. Sxinner. No; I would say that during the tourist season we 
have attempted to handle as much tourist business as we could for 
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two reasons. One is that it provided the maximum revenue for the 
steamship company which would allow us to stay in business longer 
and thus help the Territory; and secondly, recognize that most of 
the Territory of Alaska did rely on the airlines anyway for its inde- 
pendent travel, and therefore can continue to do that during the 
summer months, and allow tourists to come north from areas through 
out the United States, to spend their dollars in Alaska. 

Mr. Totierson. Well, what I was getting at is, do most of the 
passengers travel to southeast Alaska or elsewhere in Alaska? 

Mr. Skinner. Those who are not tourists, most of them travel to 
southeastern Alaska, so that by the time the ship leaves Juneau there 
is just a handful of passengers aboard to make the trip across the gulf. 

Mr. Touterson. One question which has probably been as sked of 
you in the past—at least you have probably given consideration to it. 
What if all or a big bulk of the MSTS passenger service were 
taken care of by your organization—would that make a difference? 

Mr. SKINNER. We projected that on the basis of our present oper- 
ation, and on the basis of the contract we were compelled to sign with 
MSTS if we wanted any business or not. Unfortunate ly, the revenues 
which we derived from ‘th: at space oce ‘upied were 10 percent below our 
present tariffs, our present minimum tariffs, and they would not 
consider using anything but our deluxe space. So if we were entitled 
to our regul: ar tar iff for the space Occ upie cd, and, secondly , if there was 
any consi deration shown on the part of the unions with whom we 
deal, that they were interested in working with us to further provide 
employment or a continuation of emp Jloyme nt of their men, I think 
the combination of the two could result in at least a break-even oper 
ation pending some solution to the problem. 

Mr. TOLLErson. Putting it another way, the MSTS operations in 
Alaska have hurt your business—that is, your a heer service ? 

Mr. Skinner. Well, r don’t know that they have hurt it. They 
haven't helped it in any way. They have not helped it any, Mr. 
Tollefson. That is sort of beggi ng the que stion, I guess. 

Mr. Totterson. Well, the question was not a good one, of course, 
but their passenger service 1s confined to service personnel, and 
families? 

Mr. Skinner. Yes. 

Mr. Totterson. And military civilian personnel ? 

Mr. SKINNER. Yes. 

Mr. Totierson. Those people have to get up and back some way ? 

Mr, SKINNER. Yes. 

Mr. TotiErson. At present they are coing up and back MSTS? 

Mr. SKINNER. Yes. 

Mr. Totterson. And you are hurt to the extent that they are not 
traveling on your boats? 

Mr. Skinner. Yes, sir. If those same passengers were given Gov- 
ernment transportation requests and told to either fly or take the ships 
at their own choosing, why I am sure that we would get our fair 
share of the business, and it would have gone a long way toward 
allowing us to stay in business. 

Mr. Totierson. Well, at some point in the past before the MSTS 
got into the picture were there many military personnel, military 
civilian personnel, traveling to and from Alaska 
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Mr. Skinner. Well, I am sure there were, but I would prefer not 
to answer how they went because I am actually not familiar with that. 

Mr. Totierson. Mr. Allen, do you have any questions? 

Mr. Auten. Is there any service that MSTS performs that private 
operators could not have performed, particularly if ships had been 

made : avi ailable for extra he: avy lift per iods from the laid- up fleets? 

Mr. Skinner. In connection with the passenger service, Mr. Allen? 

Mr. Aten. Passenger or freight. 

Mr. Skinner. Or freight? No, sir. I don’t know of any. And I 
also know that we have never declined or have told MSTS that we 
were unable to satisfy their requests for either passenger space or 
cargo space. 

Mr. Auuen. Is the cessation of the passenger ships going to have 
any effect that you can see upon those services that are offered ? 

Mr. Sxryner. We are attempting now, without having the use of 


the passenger ships, to continue serving those areas that have received 
service from the passenger ee in the same continuity and the same 
frequency of schedules. Iti i little early right now to tell you how 


successful we are going to be i in that, but at least that is what we are 
starting out with, the hope that that will be done. 

And to further answer your question, as I said in my statement, it 
is our hope that we will be able to streamline our operations to the 
point where we are concentrating all of our efforts toward solving our 
cargo problems now that we have been able to eliminate or have elimi- 
nated for us the problem of the passenger ships. 

Mr. Auten. Do you carry passengers on your cargo ships? 

Mr. SKINNER. No. Sil r: we do not. 

Mr. Atten. Not even the 12 that are permitted under present law ? 

Mr. SKINNER. No; we do not have any accommodations for those 

Mr. Auten. Are there any ports that you serve that are not served 
by air ¢ 

Mr. Skinner. No, sir; there are not. All ports that we serve are 
served by air in one way or the other, either with the shuttle service 
connected with other airlines or the major airlines. 

Mr. Atuen. Do you have any competition from Government-oper- 
ated f ‘acilities other than MSTS? 

1 am particularly curious about what happened to a ship that the 
Departinent of the Interior used to hs ave whie h : at one time Wasa small 
ship, I believe, re placed by a larger ship, and—— 

Mr. Skinner. The ship I believe you have reference to is the Vorth 
Star, which was purchased by the De ‘partment of the Interior and con- 
verted to handle 40 passengers in addition to approximately 3,500 
tons of dry cargo space. ; 

It was a converted C1I-MAY-1. That ship operates primarily to 
the Bering Sea area, and passengerwise, as far as I know, has not pro- 
vided any competition to our ships. 

Mr. Auuen. Is there any competition in handling military cargo 
other than MSTS competition ? ; 

Mr. Skinner. None that : know of, Mr. Allen. 

ALLEN. Is that for cargo as well as passenger ? 

Mr. SKINNER. Yes, sir. , 

Mr. Auten. I think I heard once that there was some arr angement 
where the Army had direct transportation to Alaska without going 
sa Alani Shvoaals MSTS? ' ; 
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Mr. Sxrnner. Well, that was true, but since that time we got tired 
of trying to point | out that a service was being conducted beyond 
the scope of MSTS, and have offered the same kind of service, and 
in accordance with regulations are participating in the movement 
of that cargo. 

Mr. Atuen. Now, is there any law that is evaded in the action of 
passengers going from the United States to Vancouver where their 
ultimate destination is Alaska from the outside / 

Mr. Skinner. That is a technical question, Mr. Allen, that I don’t 
feel qualified to answer. 

Mr. Aten. Is there any tariff that is imposed on raw materials 
coming from Alaska handled through Canada into the United States ¢ 

Mr. Skinner. Well, any instance of that kind that has been handled, 
we have investigated through our sources of legal information, and 
we haven't been able to unearth any practice that has been illegal. 

Mr. Auten. [think you mentioned a sea-train operation. 

Would that have passenger accommodations in connection with it? 

Mr. Skinner. Well, as 1 also mentioned, we are giving serious con- 
sideration to the possibility of including pasenger accommodations 
on the ship. I don’t know—it is still too early yet in our study to 
come up with any answer. 

Mr. ALuen. Have you heard of any substitute services to be offered 
for the one that you are contemplating being offered particularly by 
any Government agency ¢ 

Mr. Skinner. No, I have only heard of suggestions that have been 
made. I have not heard of any decisions that have been reached in 
connection with a substitute service. 

Mr. Maenuson. Mr. Skinner, do you know whether the ships 
operated by the Canadian Government, whether that operation is 
making a profit ? 

Mr. Skinner. Well, I dont’ have access to their figures, but it would 
seem logical to assume that they are not, because they have not seen 
fit to replace the ships that they have lost due to o} olescence and due 
to stranding, and one could only assume that they have taken that 
position because they did not find it financially attractive. 

Mr. Macnuson. How about the private Canadian operation? Is 
that a strong operation, or is that apparently in trouble too? 

Mr. Skinner. No, the two ships that I had reference to were owned 
by the Canadian-Pacific, which is a so-called privately owned Cana- 
dian operation. 

The Canadian National Railway was the other one. That is the 
one operated by the Government. But they have done nothing in the 
past to increase their service and I would assume that it was not 
attractive. I would not see how their picture would be any different 
than the companian service offered by the Canadian-Pacifie. 

Mr. Magnuson. Now, did the MSTS justify. if they attempted to, 
requiring you to furnish de luxe accommodations at the rate of 10 
percent below your minimum rate ? 

Mr. Sxryner. On the theory that the military dependents that 
they had been handling on their ships were used to better accommoda- 
tions than our minimum accommodations provided, I think that 
that was the argument that they used. 

Mr. Maanuson. I suppose they argued that the volume they were 
providing you perhaps justified a lower tariff, a lower rate? 
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Mr. Skinner. Well, I don’t think they used that. They just said 
that that was the contract, that that was the basis on which they con- 
tracted with other passenger service, and they said if we wanted to 
enjoy a contract with them, we would have to do it on the basis of 
that, on the same basis. 

Mr. Maanuson. That is all, Mr. Chairman. 

Mr. Totierson. I certainly want to thank you, Mr. Skinner, for 
supplying us the information that we have requested you to give, and 
1 am satisfied that it will give us the background which we would 
need in order to arrive at some kind of solution. We apprec iate your 
coming here. Thank you very much. 

Congressman Thomas M. Pelly is not a member of our committee, 
but he might just as well be for all the interest that he has indicated 
in maritime matters, and for all the help that he has given our com- 
= when its legislation came on to the floor of the House. 

I understand, Mr. Pelly, that you have a statement, and we would 
be glad to have you present it, whatever it is. 

Mr. Petry. Mr. Chairman and members of the committee, I want 
to express my appreciation for your including the subject of passenger 
service during your current studies on other matters. 

Mr. Totterson. Well, as you know, we did so at your request. 

Congressman Petiy. In appearing as the second witness today, let 
me say that I hope subsequent testimony will emphasize even more 
than Mr. Skinner has just done the reasons for and the economic and 
other consequences of the discontinuance of water passenger service 
to Alaska. 

I want to conserve time for other witnesses and will revise and 
extend my remarks if later it appears the facts are not more fully 
cove red. 

I will simply say that 150,000 Alaskans, living in what might be 
termed “an economic island”—750 miles by water northwest of Seattle 
at. Ketchikan, its nearest port, and 2,500 miles by water at Nome, its 
most distant port—are now dependent on air passenger transporta- 
tion which will curtil greatly and eliminate completely as to many 
communities, summer tourist and regular scheduled service. 

I have hoped that some way may be found to keep passenger ships 
in service, because I want to see those who work on the ships keep 
their jobs, and also because Seattle, as the gateway to Alaska, has 2 
great stake in remaining as the terminus of such passenger service. 
In addition, I believe the people of the Territory are entitled to it. 
And finally, from a defense standpoint, I am convinced it is essential. 

Before commenting on possible solutions, both short range and 
long, it should be emphasized that geographically there are two areas 
affected—(1) Southeast Al: ska with many towns on islands without 
highway links, and (2) the Railbelt and Richardson Highway area. 

A feasible solution for one area might not be the same or help the 
other area. 

Let me say at the start that great hope has been placed for the long- 
range solution of the Alaska transportation problem in ocean car or 
train ferries. 

I have reason to predict that such a type of operation will be found 
to be profitable and would give fast frequent service with greatly re- 


duced freight rates if not subjected to Military Sea Transportation 
Service « ‘ompet ition. 


nee | 
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An investment of approximately 25 millions of dollars would be 
required for such an operation. 

I might as well inject at this point that in my opinion the long- 
range solution of both passenger and cargo transportation is con- 
tingent on two drastic steps, both of which entail getting the Federal 
Government out of competition with private enterprise. 

The greatest thing that could happen to Alaska, in my opinion, 
would be the conversion of the Alaska Railroad into a ribbon of con- 
crete instead of rails. 

Then with privately operated car, truck, and trailer ferries, with 
passenger accommodations, not only would freight rates be greatly 
reduced to the interior, but service would be speeded. In addition, 
under such a program where the Alaska Railroad was established to 
develop the Territory and because of high costs has failed to do so, 
thousands of summer visitors in their automobiles would contribute 
to the Territory’s revenue and economy, and at the same time lower- 
cost truck transportation would allow business in Alaska to develop. 

Also the factor of the present costly lack of southbound cargoes 
could be brought more closely in balance by tying the operation with 
the southeastern Alaska pulp-mill development. But, as I said, unless 
MSTS is curtailed, venture capital can hardly be expected to find the 
proposition attractive. 

As to the temporary expedient to the immediate passenger-service 
problem, the ee of all evils would be Federal subsidy for passen- 
ger service. call attention of the committee to the fact that the 
‘Alaska Steamship Co. could not feed a passenger for the price of an 
airline ticket. 

I know that in 1953, according to the Civil Aeronautics Board, one 
airline serving Alaska received more than $160 in subsidy for every 
$90 ticket sold. The Alaska Steamship Co. meanwhile was trying 
to compete and received no subsidy. Finally, after losing $420,000 
last year, the company threw in the sponge, and I can hardly blame 
her for that. 

However, as the committee is fully aware, a subsidy would require 
special legislation and that would take time, even if such a remedy 
were possible. The point is time is of the essence if summer travel 
service—so important to Alaska—is to continue next year. 

Travel and advertising agents should know by next January of any 
such plans. ‘Toward this end, in exploring every possible avenue, it 
appears that the only immediate expediency (and it is an expediency) 
lies in having the Alaska Railroad charter passenger ships for the 
summer months and run excursion passenger service similar to the 
Canadian National Railroad’s operation. 

If the Alaska Steamship Co.’s vessels are available, a contract could 
be entered into, so that the private company as agent would carry on 
the paasnge r operation. I would not favor any arrangement in 
which the Government operation would draw freight from the existing 
private carriers. 

I want to see the Federal Government out of the transportation busi- 
ness, but to provide temporary service, I make this proposal as a last 
resort to fill in the gap. 

The Government’s responsibility is to provide and maintain high- 
ways—not railways. 
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If this policy were followed, private carriers, properly regulated, 
would meet the need with lower rates to the people and more tax rev- 
enues to support the proper functions of Government. 

The Department of Interior has indicated its concern and interest 
in continued passenger service to Alaska. Let the Department act, 
not speak, or forever hold its peace. 

Meanwhile I strongly urge the members of the House Merchant 
Marine and Fisheries ¢ ‘ommittee to study the problem of Alaska trans- 
portation as it relates to national-maritime policy, and do so in particu- 
lar respect to privately operated shipping in competition with and 
duplicating the route and operations of the Military Sea Transporta- 
tion Service. 

Finally I thank the committee for the opportunity given to me to 
present these views. 

Mr. Totterson. Mr. Pelly, we thank you for your statement and 
for your suggestions. 

Were it possible under congressional regulations, we would like to 
make you an honorary member of our committee. You have worked 
soc lose ly with it these past 2 years, 

The First District is fortunate in having a man of your capabilities, 
and with your understanding of maritime matters, to represent it. 

I might comment just briefly on 1 or 2 items that you mentioned. 
You did mention Government competition in MSTS operations. 

Our committee, of course, has held hearings in connection with those 
subjects this past year, with Mr. Allen as chairman of a special com- 
mittee, and while we appreciate that the military must have some sort 
of nucleus fleet to be ready and able to be used in the event of an emer- 
gency, we feel, and I believe that it is the general concensus of the com- 
mittee that that sort of an operation or any sort of Government opera- 
tion could grow so rapidly that it could displace private activity. 

The Government and Congress, as you know, from your experience, 
does strange things. Some Members of Congress are opposed to a 
subsidy program, a ship subsidy program whereby the Government 
pays maybe 50 percent of the cost of building a ship. They are op- 
pos sed to an oper: ition differential subsidy because the \ don’t like the 
idea of a subsidy. Yet on the other hand they think nothing at all 
of the aoa rnment building a ship and paying all of the costs and pay- 
ing all of the operations costs, like in an MSTS operation. They think 
nothing of it. 

It woul | be ve ry e asy . becaus se some ‘body were op posed to Gove ‘Th- 
ment assisting private e nter prise, to finally find the Government t: aking 
over all of the ship ping and 1 vying all of the costs, which would cost us 

: minimum of twice as muc 

I am glad to have your em in that connection for our record. 

Mr. Petty. I would like to comend the committee, by the way, for 
their studies into the MSTS service. I have read the printed reports, 
and I believe that it is a great contribution toward the ultimate 
solution. 

Mr. To.terson. Normally we don’t question our colleagues when 
they make a statement, and we will take your statement and be pleased 
to have it, Mr. Pelly. 

Mr. Petty. Thank you very much. 

Mr. Totierson. Our next witness is Mr. A. M. Edwards, Associate 
Solicitor, Department of the Interior. 
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TESTIMONY OF A. M. EDWARDS 


Mr. Epwarps. My name is A. M. Edwards, Associate Solicitor for 
the Department of the Interior on behalf of the Secretary of the In- 
terior before the House Merchant Marine and Fisheries Committee in 
Seattle, Wash., October 4, 1954. 

It isa pleasure to be here to appear before this honorable com- 
mittee, and to make a statement on behalf of the Secretary of the 
Interior. 

The Department of the Interior recognizes adequate transportation 
to and within Alaska as one of the prime factors underlying the de- 
velopment of the Territory and realization of its economic potentials. 

In many respects, Alaska is still a pioneer land, and one of the 
principal problems is that of developing a satisfactory transporta- 
tion system. It is a country of vast distances, sparsely settled, which 
with difficult weather conditions and terrain create unique trans porta- 
tion problems. 

Nearly all of the freight and many of the passengers carried between 
the States and Alaska move by sea. This remains true despite the 
relative postwar increase of overland and air transportation facilities 

The transportation industry in Alaska differs sharply from that 
in the States in its dependence upon military expenditure. This is, in 
part, responsible for an evident lack, in some sections of the industry, 
of long-range views as to future development. The healthy growth of 
all forms of tr: msportation in Alaska is both dependent upon and a 
part of a sound transition from a period in which military construc- 
tion has stimulated a booming prosperity to a period of more even 
balance between emennanand activity and private enterprise. In- 
adequate and high-cost transportation is a cause and an effect of 
inadequate development of the Territory. 

The present statutory relationship of the Department of the In- 
terior to the Territories and island possessions of the United States had 
its beginning over 80 years ago when, in 1875, Congress authorized 
the Secretary of the Interior to assume the responsibilities with re- 
spect to the Territories then exercised by the Secretary of State. 

The law, however, referred primarily to mainland areas, all of which 
eventually became States. It meant little as regards noncontiguous 
Territories. The actual administration of the 10 existing Territories 
was in the hands of the War or Navy Departments. 

Alaska was under the jurisdiction of the War Department from 
1867 to 1877, of the Treasury Department in 1877 and 1878, and of 
the Navy Department from 1879 to 1884, although the control during 
these early years was often more formal than substantive. 

In 1884, Federal responsibility for the Territory of Alaska was 
lodged in the Department of the Interior. This responsibility for 
the development aor economic well-being of Alaska has since increased 
through successive legislative enactments and Executive orders. 

The Department is today charged with the conservation and man- 
agement of Alaska’s natural resources and with provision of services 
and facilities to induce the development of the Territory. 

It is responsible for providing basic investigations fundamental to 
all other activities. It has the responsibility for the sound manage- 
ment, disposal, and development of vast land and water resources. 
Among the Department’s responsibilities are the construction and 
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maintenance of the road system lving outside the national forests and 
the operat ion of the Alaska Railroad. 

It provides the large native population with a health, education, and 
economic base to permit them to become an integral part of the social, 
economic, and political life of our country. In addition, a $70 million 
Alaska public works program is assisting communities to improve 
their community facilities, thus making Alaska more attractive to 
development and permanent settlement. 

With such responsibilities vested in this Department, we are, of 
course, deeply interested in lending all possible aid to obtaining a 
long-range, economically sound solution to the water-transportation 
problem. 

With imagination and farseeing effort by the people of Alaska 
and gu Government, the resources of Alaska can play a growing role 
in our nationaleconomy. The Territory is rich land. It has hundreds 
of iedaiacniie of potential agricultural areas, agricultural acres, enor- 
mous timber stands, great quantities of minerals, and superabundant 
waterpower. 

Its salmon fisheries are renowned, game and fur resources immense, 
and its scenery is magnificent. 

In 1952, Alaska’s agricultural production was valued at approxi- 
mately $2,864,937. Mineral production in 1952 amounted to some 
$20,580,000. This production unquestionably increase as more people 
settle there and more industries are established. 

Products of Alaska’s fisheries have been valued at some $100 mil- 
lion. While the salmon runs have in recent years been on a decline, 
stringent corrective measures have been introduced. Although not 
a direct responsibility of this Department, the proper use of Alaska 
national-forest resources is of great interest. The recent opening of 
the $50 million Ketchikan Pulp Co. plant provides Alaska with its 
first major year-around forest products industry. 

Alaska is becoming a vital center of our future trade with Asia, 
and increased trade between the United States and the free nations 
on the far side of the Pacifie will provide another sturdy link in the 
chain of our national defense. 

The Territory’s tourist industry is regarded as one of her greatest 
future economic enterprises. A large number of the persons who 
travel to Alaska are vacationists, or they combine business with 
recreation, 

No agency has yet compiled complete data on the value of the 
tourist or recreation industry in Alaska. However, a study made 
of tourist travel during the period June 1—September 30, 1952, by 
the University of Washington. on behalf of the National Park Serv- 
ice, showed that tourists spent $6,336,424 for their Alaska vacations. 
The report of the study adds that— 
the figure of 6144 millions * * * is by no means a full measure of the amount of 
the annual tourist business done by the Alaska vacation industry. 

Over half the tourists contacted in the study traveled by steamship. 

Prior to World War II passenger service was provided Alaska by 
shipping companies operating more than 20 passenger vessels. This 
service was augmented by freighters with passenger accommodations. 

By contrast, only seven passenger vessels of any consequence pro- 
vided passenger service during the past year. 


—— 


WEST COAST MARITIME INDUSTRIES SURVEY id 


Four of these vessels, the Alaska, the Aleutian, the Baranof, and the 
Denali, were operated by the Alaska Steamship Co. The other three 
vessels are Canadian and serve only a few of the ports of southeastern 
Alaska on a seasonal basis. 

Abandonment of passenger service by the Alaska Steamship Co. 
will, therefore, leave the ports on the Gulf of Alaska and Kodiak 
without maritime passenger service and southeastern ports with greatly 
reduced sailings. Direct maritime passenger service between Alaska 
and the United States ports W ill, of course, come to an end. 

Despite an overall increase in travel to and from Alaska since the 
end of World War II, steamships have captured a decreasing share 
of this travel. As elsewhere in the United States, air transportation 
has increased in popularity within Alaska and between Alaska and 
continental areas. 

The Alaska Highway also provides an alternative to sea travel. 
Statistics published by an agency of the Territory of Alaska, the 
Alaska Development Board, show that passenger travel between 
Alaska and the States increased 14.6 percent from 1951 to 1953. 
Steamship travel declined 14 percent during the same period. 

In 1951 steamships carried 39,020 passengers or 18.3 percent of the 
total number of travelers. In the same year airlines c arried o 55.3 per- 
cent of the total traffic while the highways accounted for 23.4 percent. 
In 1953 steamship travel fell to 33, = passengers or 13. , percent of 
the total. Air traffic increased to 59.7 percent and highway travel to 
26.5 percent. 

In an effort to find a means of assuring the continuation of mari- 
time passenger service to Alaska, officials of the Department of the 
Interior have met with officials of the Department of Defense and the 
Federal Maritime Board. To date these efforts have produced no 
solution. 

In a letter dated September 3, 1954, to Senator Warren G. Magnu- 
son, Assist: int Secretary of Defense T. P. Pike expressed his De- 
partment’s views on the possibility of assigning Military Sea Trans- 
port Service passengers to the Alaska Ste: amship Co. 

A copy of this letter is submitted for the record. 

In discusing the type of assistance which might be rendered, 
sistant Secretary Pike stated that: 

It is noted that with respect to open-end passenger contracts now in force 
(with commercial lines) there is no guaranteed minimum number of passengers : 
frequently no space is taken. 

Diversions of cabin-class traffic to the Alaska ships in the past was done in 
order to make the ships available in another area to meet urgent, changed 
military requirements. 

Secretary Pike added that: 


The estimated cabin-class passengers for the next fiscal year is classified 
information. 

At best, cabin-class forecasts, due to many factors, such as school terms, 
llnesses to families or relatives, reassignment of principals, fluctuate widely, 
and are extremely inaccurate, particularly if used as a planning base. 

It is considered that estimates of future traffic would result in more harm than 
good and therefore should not be provided. 


It. would appear, therefore, that a shipping service cannot rely upon 
obtaining a minimum or guaranteed number of passengers from ithe 
Armed Forces. 
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VW ithout de pe nc ible acdeqi late tr’ ansport: ition fac iliti es, the prese nt 
obst: at le Ss of seasonal isolation. distan » from markets, and high costs, 
cannot be overcome and Alaska will be unable to fully realize its 
economic poten tials, 

The Department of the Interior is ready to assist the House Com- 
salahas on Merchant Marine and Fisheries in every way possible to 
determine the nature and extent of sea passenger service required by 
Alaska. 


1 
rhs ink you. 


Mr. Totterson. Thank you very much, Mr. Edwards. 
You made one comment on page 4 of your statement in connection 
with the number of passengers « ‘arried by steamships. You say in 


1951 the steamships carried 39,000 passengers, and in 1953 they car- 
ried 33,000 passengers. That includes all steamship travel, MSTS? 

Mr. Epwarps. Yes, sir. I understand that that is included in both 
classifications. That number includes passengers in both classifica- 
tions. 

Mr. Totierson. That is in the private or commercial ships and the 
MSTS? 

Mr. Epwarps. Yes, sir. 

Mr. TotieFson. You don’t have ary breakdown between the two? 

Mr. Epwarps. No; I don’t have. 

Mr. Auten. Mr. Edwards, do you know if there are any plans to 
extend the operations of the ship the Vorth Star? 

The reason I ask is, I think that one time in the past few years it 
was a 1,000-ton ship, and all of a sudden it showed up under the same 
name with 5,000 tons. The extension was made without much infor- 
mation to our committee, or the enlargement of the service that was 
carried on. 

I am always curious as to whether any proposals to put it into any 
additional services have been made which might replace private 
service. 

Mr. Epwarps. Well, as you know, Mr. Allen, that ship is, as I 
understand, operated by the Indian Bureau, and I know of no infor- 
mation as tothe P ylans in re spec ‘to increasing its serv ice, or decreasing 
it, or anything in regard thereto. I am just not familiar with that 

ortiol of the operation of that ship. 

Mr. Auten. I would appreciate it if you would make some inquiries 
and if you learn anything of any changes, if you would inform our 
committee. 

Mr. Epwarps. I will be delighted to secure that information, and 
I will furnish it to your committee, Mr. Allen. 

The above information was furnished later by Orme Lewis, 
Assistant mecretary of the Interior.) 
DEPARTMENT OF rHE IN rERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., October 28, 1954. 
Hon. ALVIN F. WEICHEL, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives. 

My Drar Mr. WetcueL: At the hearings held in Seattle on October 4 on pas- 
senger service to Alaska, additional information was requested concerning the 
USMS North Star, which is operated by the Alaska Native Service under the 
jurisdiction of the Bureau of Indian Affairs of this Department. Accordingly, 
the following is furnished, which we hope is the information desired by the 
committee: 


a. 
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The USMS North Star was originally built in 1945 for the United States Mari- 
time Commission and was commissioned the Coastal Rider. The vessel was 
transferred to the Alaska Native Service in 1948, replacing a 2,000-ton wooden 
vessel, also named the North Star, which was built and commissioned for the 
Alaska Native Service in 1982. By 1949 the original vessel had reached a stage 
where it was uneconomical to maintain and too small to perform the services 
required. 

The present USMS North Star is a 5,000-ton steel combination freighter and 
passenger ship and serves communities in the Bering Sea and Arctic regions of 
Alaska. To meet the requirements of the Alaska service it was necessary for 
the Alaska Native Service to expend $750,000 for conversion of the ship. It now 
contains a hospital area to accommodate 16 persons in the sick bay, plus clinic, 
X-ray, and laboratory facilities. Additional cold-storage facilities, fresh-water 
tanks, radar, and other modern navigation instruments were included in the 
conversion of the vessel. Special steel plating and reinforcement of the hull and 
frame for navigation on ice and construction of passenger accommodations for 
30 first-class passengers were also required. 

During the years 1950 through 1953, approximately 16 voyages were made by 
the vessel. An average of 13,466 tons of freight were delivered each year. 

At the present time the Department is having a study made of the operation 
of the North Star. Future policy with regard to the vessel will depend largely 
on the results of this study. However, at this time the Department does not 
intend to increase the overall services being rendered by the ship unless unfore- 
seen circumstances so demand it. 

Sincerely yours, 
ORME LEwIs, 
Assistant Secretary of the Interior. 

Mr. Aten. Now, does the Department of Interior have any pro- 
posals in mind by which the void created in this passenger service 
might be filled ? 

Mr. Epwarps. That is a matter that is under consideration by the 
Secretary, and would have to be considered by him, and I am just 
not able at this time to make any statement at all as to whether the “V 
have, except making preliminary studies, gone any further than that 
in this respect. 

Mr. Atten. Do you know if any other private operators have made 
overtures to fill in part or all of the service that will be vacated 2 

Mr. Epywarps. Well, I understand that the Secretary has received 
” letters, 1 from, I believe the National Bulk Carriers Co. of New 
York, and another 1 from Coastwise, a letter, I believe, dated August 
20, that came to the Secretary from the Coastwise Lines, and Alaska 
Steamship Co. in which they made some comments as to a possible 
future service. 

Mr. Auten. Could you tell us the nature of the possible service ? 

Mr. Epwarps. No: I am not familiar enough with the extent of 
their suggestions so as to really discuss it, because that is a matter 
that the Secretary is considering, but the general matter is sea train, 

As you aes Mr. Allen, I understand that the Defense Department 
has are port, a study made on this matter, and at present it has not 
been re Td ond until that time the Department of the Interior is 
not ina position to move forward, because primarily it is a Defense 
Department matter which they are studying, and in which they will 
naturally have to take the initiative. 

Mr. ALLEN. You referred in your statement to overland travel. My 
understanding is that the overland route, which possibly goes up 
through ¢ ‘algary or even farther to the east, would serve portions of 
Alaska which cannot be reached by that overland route—or, rather, 
that would leave unserved other portions of Alaska which cannot be 
reached. 
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Particularly, I believe it is true that the possibility of moving over- 
land to ports on the southeast and in the neighborhood of Anc -hor: age, 
i n that gene ral territory, would be impossible overland. 

Mr. Epwarps. No; I don't think—you referred to Anchorage 
Alaska. 

Well, Anchorage, you could reach it by overland. I think that the 
areas in southeastern Alaska—Juneau, Ketchikan, and in that area— 
cannot be reached by overland bec: cee are really cities built upon 
more or less islands, and you cannot reac h them through railroad or 
automobile highway traflic ‘i 

Mr. Pentiry. Mr. Edwards, would you state for the record where— 
whether the Alaska Railroad now has the legal authority to engage 
wer service / 

Mr. Epwarps. Yes, sir. I will state that legally the Alaska Rail- 
road could operate steamships or oceangoing vessels, and in anticipa- 
tion of that question, Mr. Pe lly, we prepared an opinion to that effect, 
which I will be delighted to make available to in committee. 

Mr. Totiterson. It will be made a part of the record. 

Mr. Petty. Would you sup} Jlement your statement on that in that 
respect, as to whether or not the Alaska Railroad could charter a 


] 


vessel—a passenger vessel—and then in turn invite a private operator 


to operate that vessel 4 

Mr. Epwarps. The question we discussed here in the opinion goes 
pl jMarily to the question as to the operation by the railroad itself, of 
operat he se agoing vessels. 

Now, as to the qu estion of whether they could act as a charterer 
of the vessels and then subcontract them out, it would appear that if 


they could do it directly they could do it by contract. 


OPERATION OF SHIPS BY THE ALASKA RAILROAD 
THE ALASKA RAILROAD—OPERATION OF OCEANGOING SHIPS DELEGATION OF AUTHORITY 


The act of March 12, 1914, authorizing the President to operate railroads in 
Alaska, which authority has been vested in the Secretary of the Interior by 
Executive order, and the Interior Department Appropriation Act, 1955, contain 
uuthority under which the Alaska Railroad may operate oceangoing vessels, 
provided the Secretary, or his properly authorized representatives, determines 
such operations to be necessary for the benefit and development of industry or 
travel in the area served. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLICITOR, 
Washington, D. C., September 30, 1954. 
Memorandum to: Director, Office of Territories. 
k'ron Acting Solicitor. 
Subject: Operating of oceangoing vessels by the Alaska Railroad. 

You have asked this Office for its opinion as to the authority of the Secretary 
of the Interior, acting through the Alaska Railroad, to operate oceangoing vessels 
between Alaska and west-coast ports of the United States. 

The Alaska Railroad was built and is operated pursuant to the act of March 
12, 1914 (38 Stat. 305; 48 U. S. C., 1952 edition, sec. 301 et seq.), as amended, 
entitled “An Act to authorize the President of the United States to locate, con- 
struct, and operate railroads in the Territory of Alaska, and for other purposes.” 

The main purpose of the act is the construction of a railroad in Alaska, under 
direction of the President, to connect one or more of the open Pacific Ocean 
harbors on the southern coast of Alaska with the navigable waters in the interior, 
and with the interior coalfields, so as to aid in the development of the internal 
agricultural and mineral resources and the settlement of the public lands, and 
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so aS to provide transportation of coal for the Army and Navy and for other 
governmental and public uses (30 Op. A. G. 402, 404). 

In addition to authorizing the foregoing, the act sets out in detail numerous 
other functions to be performed by the President in carrying out the act. More- 
over, the act further provides, in part, in section 1: 

“That it is the intent and purpose of Congress through this act to authorize 
and empower the President of the United States, and he is hereby fully authorized 
and empowered, through such officers, agents, or agencies as he may appoint or 
employ, to do all necessary acts and things in addition to those specially author 
ized in this act to enable him to accomplish the purposes and objects of this act.” 

$y Executive Order No. 3861, June 8, 19238, 48 Code of Federal Regulations, 
section 5.1, the President of the United States authorized and directed the 
Secretary of the Interior to operate the railroads constructed or acquired under 
the 1914 act “in all respects and to all intents and purposes, the same as if the 
operation thereof had been placed by law under the jurisdiction of the Secretary 
of the Interior.” 

In furtherance of the duties thus imposed upon the Secretary, there has ap 
peared in the Interior Department Appropriation Act each year, beginning with 
the act of January 12, 1927 (44 Stat. 984, 969), a provision similar in effect to 
the following provision contained in the Interior Department Appropriation Act, 

“The Alaska Railroad Revolving Fund shall continue available until expended 
for the work authorized by law, including operation and maintenance of ocean- 
going or coastwise vessels by ownership, charter, or arrangement with other 
branches of the Government service, for the purpose of providing additional 
facilities for transport ition of freight, passengers, or mail, when deemed neces 
sary for the benefit ana development of industries or travel in the area served ;” 

In order to relieve emergency conditions created in Alaska as a result of the 
1934 and 1936 strikes in the west coast shipping industry, the President of the 
United States, by Executive orders, authorized and directed the Alaska Railroad 
to make use of oceangoing vessels and to perform any and all acts necessary 
for the operation of such vessels for transporting passengers and freight to and 
from the Territory, for the purpose of providing necessary transportation facil- 
ities during the interruption of shipping. Executive Order No. 6789, June 30, 
1934, and Executive Order No. 7498, November 17, 1986 (1 F. R. 1979). 

The authority of the President to issue the 1936 order was considered by the 
Attorney General of the United States. While this Executive order recited the 
provisions of the 1914 act and of the applicable appropriation act similar to the 
one quoted above, the opinion of the Attorney General relied particularly upon 
the act of May 12, 1914. 

Citing the purpose of this act and stating that it vests in the President, in addi 
tion to those powers specially authorized, “all powers which may be necessary 
‘to accomplish the purposes and objects of the statute’,” the Attorney General 
found the object of the proposed Executive order to be within the statute (37 
OP. A. G. 590). 

It appears that because of the emergency conditions then existing, Executive 
orders were deemed advisable during the 1934 and 1956 strikes. 

However, it is my opinion that in view of the authority found by the Attorney 
General to be contained in the 1914 act, which authority has been delegated to 
the Secretary by Executive Order No. 3861, and further because of the express 
authority provided in the Interior Department Appropriation Act, 1955 (see 
Solicitor’s Opinion M—35088 (April 28, 1948) ), it is clear that the Alaska Railroad 
may operate oceangoing vessels, provided it has been duly determined by the 
Secretary of the Interior, or his properly authorized representative, that such 
operations are necessary“for the benefit and development of industry or travel 
in the area served. 

J. ReEvEL ARMSTRONG, 
icting Solicitor. 


Mr. Petxy. I might say that I was informed by Mr. Strand in the 
Alaska Railroad Division Department of the Interior in Washington, 
D). C., that in his opinion they could appoint a private agent to handle 
the passenger business. 

What I have in mind is that I would not like to see another Govern- 
ment operation start up, and start to take any freight away from the 
existing carriers, and that a contract might be worked out whereby if 








$2 WEST COAST MARITIME INDUSTRIES SURVEY 

the Aleutian were, for example, available, the Department of the 
Interior could charter it, and then in turn appoint a private operator 
to operate it, both freight and passenger service. 

Mr. Epwarps. Well, legally I do not think there is any question 
about it, but what they could provide the charter service, purely from 
a legal standpoint. 

As you know, I am a lawyer, and not a policymaker, and as to what 
would be done is a matter for consideration by the Secretary. But the 

1955 Appropriation Act provides that the r: ailroad could operate these 
eee and it was included in our appropriation act, and I think that 
there is no question but that they could provide the charter service or 
operation itself. 

Mr. Petty. Mr. Edwards, the letters that you referred to as having 
been received by the Secretary had to do with future operations of 
automobile or seatrains, and nothing to do with filling the gap that 
exists now, the immediate emergency, did they ? 

Mr. Epwanps. Well, I understand that—no; because I think that it 
is the first time that the letters came in. There had not been an an- 
nouncement made at that time as to the discontinuance of the pas- 
senger service. 

Now, I am not certain as to that, but it is my impression that when 
we first received the letter from Coastwise & Alaska Steamship Co. 
that there had been no announcement that the service would be then 
discontinued—that the passenger service would be discontinued. 

Mr. Petty. Do you know of any statement by the Secretary of the 
Interior as to the attitude or interest in the continuation of passenger 
service to Alaska ? 

Mr. Epwarps. Well, I know of no statement that the Secretary has 
made up to the present time as to this matter. It is a matter which he 
will have to give consideration to. 

Mr. Penxy. That is all. Thank you. 

Mr. 'Totterson. Mr. Edwards, I am much interested in your state- 
ment that the appropriation act for the fiscal year 1955 contained 


authority under which the Alaska Railroad may operate oceangoing 


vessels, 

Has that been in the appropriation bills in prior years? 

Mr. Epwarps. Since 1927, sir. 

Mr, Totterson. Just put it there automatically ? 

Mr. Epwarps. Well, they once operated some river barges, or river 
boats, and it has been in there ever since 1927 

Mr. Totierson. In other words, during the preparation of the bill 
this year there was no special reason for putting this language in—it 
just came in because they had been doing it all of these years? 

Mr. Epwarps. Yes, sir. J 

Mr. Petry. If the chairman would yield, I would like to say that 
the Alaska Railroad, according to my understanding, presently 
operates river barge service. 

Mr. Epwarps. Well, I must confess that I am not familiar with 
whether or not they do operate such a service. 

Mr. Pe.ry. I may say I believe that they lose on that operation, 
and that there has been some complaint on the part of shippers 
that they are subsidizing this present boat service of the railroad, 
and I know that they are very anxious that they not subsidize pas- 


in ee 
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senger service through the freight rates that are charged by the Alaska 
Railroad, and I can well understand that. 

Mr. Touterson. I just wanted to make certain now they aren’t 
prepared to go in the steamship business without consultation with the 
appropriate congressional committees. 

Mr. Epwarps. I know that the Secretary of the Interior would not 
take any such step without first discussing it with your committee. 

Mr. Auten. Mr. Edwards, they may have put in the customary 
language giving authority, but did they put any money in to operate 
the ships ? 

Mr. Epwarps. They put the money in to operate the railroad, and 
this was part of the language. 

Mr. Aven. But there is no money specifically added for the oper 
ation of the ships? 

Mr. Epwarps. No, no money specifically allocated. 

Mr. Auten. And the indications are it might not be profitable? 

Mr. Epwarps. I don’t think the Alaska Railroad could operate ata 
profit if some of the private industry has not been able to operate 
without a profit. 

Mr. Totierson. Is that money for the operation of the Alaska Rail 
road a revolving fund proposition ¢ 

Mr. Epwarps. Yes, sir. 

Mr. To.ueFson. It is? 

Mr. Epwarps. It is broken down between the operation and mail 
tenance and construction. Those are the three breakdowns. 

Mr. Totierson. Are there any other questions of Mr. Edwards? 
If not, we thank you very much. 

Mr. Epwarps. I appreciate the opportunity of appearing befor 
you, sir. 

Mr. Totterson. Thank you, Mr. Edwards. I would like to say 
to those of you who might desire to make an appearance here today 
that the fact that you don’t have a prepared statement does not pre 
clude you from testifying, but if you do have them, we would like to 
have Mr. Drewry have them in hand. 

The next witness is Mr. Al Shyman, of the Seattle Chamber of Com- 
merce, 


TESTIMONY OF AL SHYMAN 


Mr. Suyman. First. Mr. Chairman, on behalf of the Seattle Cham- 
ber of Commerce, we want to thank this committee for expediting 
this hearing, which we think is very, very important, not only to 
Alaska, but to Seattle as well. 

Before I proceed with my statement, I want to refer to the question 
that Mr. Pelly asked the last witness, because just last Saturday we 
received information to the effect that the Department of the Interior 
had two of their boats on the run from the Pacific coast to Guam on a 
contract. basis. 

We have not been able to confirm that as yet. However, I do think 
it would be important for this committee to check on that matter. 

Mr. Suetey. It is a fact. 

Mr. Surman. It isa fact? 

Mr. Suetiey. Chartered to the Pacific Far-East Line of San 
Francisco, and they are operating the boats. 

Mr. SuymMan. That was our understanding. 
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Now, I am here as a representative of the Seattle Chamber of Com- 
merce, having just completed serving 2 years as chairman of the 
Alaska division of the chamber. 

My experience with Alaska goes back to 1913, when I first went 
to that country as a traveling salesman. 

Mr. Suecuey. Mr. Chairman, I wonder if the gentleman would 
allow me to interrupt him for just a moment ? 

There was one statement in Mr. Edwards’ prepared statement, one 
sentence, if you will excuse me, sir, that I cannot help but make a 
comment on while it is fresh in our minds, and that is on page 5 

Secretary Pike added that “the estimated cabin-class passengers for the next 
fiscal year is classified information.” 

Now, I just cannot see the basis for cabin-class passengers being 
classified. If it were troops or something like that, there would be 
some basis; a I sincere ly hope that the committee will ask some 
explanation of that at a later date. 

Mr. Totierson. I think, Mr. Shelley, that you can rest assured the 
committee is going to have a lot of questions to ask of several of the 
departments, including the Defense Department, when we get back 
to Washington, D. C. 

Mr. Suymay. My experience with Alaska goes back to 1913, as I 
said, when I first went to that country as a traveling salesman. 

At that time, of course, the only means of travel to the Territory 
was by boat. However, beginning in the early thirties, airplanes 
started taking business away from the steamship industry and, right- 
fully so, to those interested in saving time and money. 

The vast majority of people living in Alaska are definitely in- 
terested in this phase and so are the seasonal industries—particularly 
the fishing industry. Their saving in time and money by airplane 
travel is increased when you realize in many cases seasonal workers’ 
pay starts when they leave Seattle for their respective destinations in 
Alaska. 

However, we must remind your committee that, without subsidies 
given the airplane companies by our Government, air travel fares 
would have to be so much higher than boat fares that passenger boat 
travel throughout the year would be much greater than it is. In fact, 
if one-half of the passengers now moving by air were to travel by 
boat, there would probably have to be a passenger boat, at the capacity 
that have been in operation, leaving Seattle for Alaska every day in 
the week. 

The total subsidies for the year beginning July 1, 1954, to airpli ine 
companies operating between the States and Al: ska, will total $3,140,- 
000 and, to those operating intra-Alaska airplanes, subsidies will total 
$3,660,000 (these figures do not include the additional allowance for 
carrying mail). 

There is considerable intrastate passenger business in Alaska carried 
by planes, formerly carried by boats. Today, that type of travel is 
practically extinct and, therefore, revenue received from intrastate 
steamship travel has amounted to very little. 

Continuance of airplane subsidies is most important if airlines are 
to give this much needed service and on a basis that will make it pos- 
sible for them to operate. 

Some form of tei also must be supplied by our Government in 
order to retain passenger-boat service to Alaska. If this type of travel 
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is eliminated, the economy of Alaska will be hit in a major way, as well 
as the port of Seattle, in a minor manner. Our reasons for this state- 
ment are as follows: 

Today, only en 12 percent of the travel to the Territory is by 
boat and, of that 13 percent, over 80 percent is during the tourist 
season which, at the best, is from some time, beginning about June 1, 
to the end of September. It is our underst: inding that, only during 
those months, passenger-boat service can be carried on at a profit. 

How is business in Alaska affected during the 4 months of tourist 
travel? We list the following facts: 

Curio shops do approximately 80 percent of their annual volume of 
business during the tourist season. Without boat travel, such shops 

(and many of their sales are items manufactured by Alaskan natives), 
will have to go out of business. 

Hotels: The statement I am going to make is based on actual figures 
from the Baranof Hotel at Juneau, Alaska. However, I believe their 
figures will be a pretty good average for the Territory as a whole. 
Their average occupancy per year is 69.67 percent. Horwarth & Hor- 
warth, known as the largest firm of hotel accountants in the United 
States, maintain that 78-percent occupancy is necessary for hotels to 
break even on the room end of the business; Statler says 80 percent. 

During the 4-month tourist period, the Baranof room occupancy 
goes up to sU percent and, for the other 8 months, averages 64.1 percent. 
C Jost of operation is high. Heat must be supplied 12 months of the 
year and, in the case of ‘the Baranof (a 150-room house), the average 
cost of light, fuel, and water is close to $2,100 per month. Farther 
north these costs are higher, especially on heat, with temperatures 
going down as low as 60 degrees below zero. 

With the above information, you can readily understand that such 
industries as hotels and food businesses would suffer if there were no 
passenger boats moving to the Territory. 

Tourists leave millions of dollars in the Territor y and it is estimated 
that money turns over seven times before it leaves the Territory—the 
cab driver buys gas, the gas station people buy groceries, and so forth 
and so forth. Loss of these millions means loss of jobs for thousands 
of Alaska employees in different categories. 

The economy of the city of Seattle will also be affected by the loss 
of this travel, as it is safe to say that the vast majority of passenger 
boat travel emanates in Seattle. Certainly manufacturers and many 
small industries will feel the loss as will the great number of people 
connected with the shipping industry who will be thrown out of 
employment. 

True, it is that the number of tourists traveling by automobile and 
airplane is increasing, but nevertheless there are problems with these 
types of travel. 

In the first place, the tourist who travels by automobile cannot 
touch points in southeastern Alaska. 

And right here I would like to add to that statement: The only 
way they can reach any point in southeastern Alaska is Juneau. 
They can go up the Alcan Highway, and when they reach what is 
known as the Haines cutoff—and this is during the summertime 
only—they can drive down the Haines cutoff, most of which is through 
Canadian territory, to the port of Haines. And during the summer- 
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time there is a fe Try service estab lished to « ‘arry cars from Haines to 
a point about 40 miles north of Juneau. The charge is very high. 

I would also like to state at this point that if a stranger came to 
me and said that the Vv wanted to go to Alaska for the first time in 
order to spen da vacation and see the country, that I could not con- 
scientiously tel] ‘heel to go there unless they were able to go one way 
by boat, because that is really the most beautiful part of the trip 
to Alaska 

Furthermore, many persons who go to Alaska by automobile only 
o because they can make vo trip one way by boat. The same thing 


applies LO es going t Als iska by air, t nd travel agencies vill 
tell you that a “pac ‘kage tour’ ore way DY boat and one way by 
airplane—has become increasingly popular each year. 


I am metal that the airplane companies are vitally interested 
n seeing passenger-boat service retained, bec: ause t] 1eV know that iT 
a tourist wants to see all of the beauties of this great Territory they 
must see it from the water as well as from the air. 

In my own case I can well recall that within a matter of a few 


months after first going to the Territory, whe n people asked me about 
the resources of the Territory which at that time was pr: ictically con 
fined to the mining and fishing industries—and the mining industry 


has been gre: atly reduced due to » the vee t of production I always 
made it a point to add that one of the great potential resources of the 
Territory was in tourist travel. 

It has increased consistently with the exception of the war years. 
It must still be recognized as a great potential resource. Statistics 
and facts on this increase are available if this committee desires them. 

In 1952 our National Park Service commissioned the bureau of 
business research department of business administration, University 
of Washington, to make an analysis of passenger travel to and from 
Alaska between June 1 and September 30 of that year, with particular 
attention to passengers W ho were tourists. 

\ copy of this analysis — be very helpful to your committee, 
ind no — is available at the office of the Nation: ul Park Service, 
Washi hngetoi 23,45 

Just to ei an idea of what you will find in this report during 
the months mentioned above, of over 20,000 passengers who went to 
Alaska for vacations, over 50 percent of them went by boat. 

However, during the summer of 1952 sailings from Seattle to Alaska 
were canceled from May 30 to July 16 on aceount of stmke, or the 
pel entage would have been close to 61 percent. 

Ih spite ot all of the above information, the most important reason 
for conti wing passenger boat service to Alaska has not been men 
tioned. We refer to those most concerned those persons whose 
homes are in Alaska and who do not fly for various reasons, including 
those ordered by doctors not to fly. 

What are we to do for this pioneer type of American who prefers 
Alaska to any other section of the country for his pe rm inent home? 
It is true that Alaska is part of the United States of America, but 
there are thousands of people in the Territory, and many outside, who 
fee] they are being deserted and put in the category of non Americans 
unless a way is found to maintain passenger boat service from the 
States to Alaska, or, in other words, to what is recognized as the first 
line of defense of continental United States—Alaska. 
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The Seattle Chamber of Commerce is not concerned as to how an 
answer is found; we are only concerned in how fast it can be done. 
Expediency is certainly in order. 

Mr. Totitrrson. Mr. Shyman, we appreciate your statement also, 
as we have that of the other witnesses. 

Do I gather from what you have said that you are convinced that 
the only solution to the Alaska passenger service problem is a subsi- 
ized operation ¢ 

Mr. Suyman. Yes. At the time the information became public 
that the Alaska Steamship Line would discontinue passenger service, 
the Alaska division appointed a committee to make a study and rec- 
ommendations as to what action the chamber of commerce should 
follow. 

At the end of five meetings we came to the conclusion that the only 
way that the service could be continued would be from help from the 
Government, either from MSTS, or some form of subsidy. 

Now, of course, we know that our Government subsidizes American 
ships that compete with foreign trade. However, that does not ap- 
ply to American ships plying between American ports and that was 
one reason that we were very anxious to expedite this hearing in hopes 
that this committee, after a thorough investigation, would come up 
with some form of legislation, if necessary, in order to continue this 
passenger boat service to Alaska. 

Mr. Touuerson. As you have indicated, under present law the Fed- 
eral subsidy program applies only to American ships that are engaged 
in competition in offshore trade with foreign-flag ships, and it does 
not apply, as you say, to ship operations between American ports. 

So then in order for a subsidy to be available there would have to 
be an amendment in the present law, and that could not come about 
until the next session of Congress. 

Mr. Sayman. I see. 

Mr. Totierson. I hope that, if I may just express a personal view, 
that a solution can be found which does not require a subsidy. I hope 
that private enterprise—and that means ship management and ship 
labor—can find a solution without the necessity of requiring a subsidy, 
because it is a tough problem. That is, the problem of obtaining a 
subsidy would be a difficult one, and I am not entirely satisfied in my 
mind that some answer cannot be found outside of the subsidy thing. 

I hope I am right. 

Mr, SuyMan. Well, just as I said in the last part of my statement, 
we do not care how the answer is found, Mr. Tollefson, but we think 
it is very important that it should be found in the very near future. 

There is one thing that I might mention. 

[ heard a statement here this morning to the effect that the MSTS 
was not interested in those ships, Alaska ships. However, I must re- 
mind you that in time of crisis they are interested in the operating 
personnel on those ships, and they lose no time drafting a good per- 
centage of them. 

If those ships are going to discontinue running to Alaska, you are 
not going to train additional personnel which may be needed in the 
future. 

Mr. Totiterson. Well, I am not familiar with the specific statement 
that was made in connection with the four ships. I am satisfied that 
the Defense Department recognizes the national defense importance 
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of ship-operating skills and ships, because they have so indicated to 
our committee on a number of occasions. 

Mr. Auten. Mr. Shyman, your suggestion that there might be a 
subsidy would in effect be the subsidy of one line to run partially 
empty while another set of ships operated by the Government was 
running fully subsidized, another set of ships operated by the Gov- 
ernment in MSTS, was running fully subsized, would it not? 

Mr. SuHyMaAn. Well. according to the attitude of the MSTS, I 
would say yes, but it does seem to me that there is no other solution. 
Now, whether the company can be—whether it can be brought about 
through the Alaska Railroad, which of course is controlled by the 
Department of the Interior, and if it is in order to do it for the island 
of Guam, I see no reason why it should not be done for Alaska, which is 
a whole lot more important to the continental United States than 
the island of Guam, it would seem to me. 

Mr. Auten. Did your studies of the problem indicate to you that 
any definite percentage of MSTS business diverted to the private oper- 
ation would keep the private operation going ? 

Mr. Surman. I did not go into detailed study on that, Mr. Allen. 
However, as long as you have asked me that question, I must say that 
I heard a comparison here today about the cost of private operation 
being much higher than MSTS, and that MSTS figures that they 
can carry a passenger at a lower rate than the private operator. 

In connection with that, at our meeting—at one of our committee 
meetings somebody posed the question on what kind of a basis does the 
MSTS make that. In other words, what he meant is how is their 
auditing done, in comparison to the operation of private ships. That 
might be a very interesting thing for this committee to check on. 

Mr. ALLEN. The committee has already checked on it, and we find 
that very nicely set out in a report from the General Accounting Office. 
There is no question but what the accounting of MSTS and of private 
operators is on such a different basis that a comparison cannot be made 
accurately. 

There is also no question but what there are at least 8 or 9 principal 
categories of costs which were borne by private operators that are not 
chargeable on the books of MSTS. But it is rather difficult to go on 
the basis of comparative costs. 

It would be interesting, however, to know whether a diversion of a 
certain amount of MSTS traffic in the passenger-carrying field would 
save this operation of private concerns. 

One other question, just for the record: 

You mentioned seasonal travel by air. Does all that travel, particu- 
larly of large groups of fishermen and other workers, move by sched- 
uled airlines, or is some of it by charter operations ¢ 

Mr. Srryman. I am not sure, but I think most of it moves by the 
scheduled airlines. It used to be, a few years ago, that there was a lot 
of it moving by nonscheduled airlines, but as far as I know now, I 
don’t believe there are any nonscheduled airlines operating up there. 
I am not an authority on that. 

Mr. Atten. The nonscheduled airlines are unsubsidized, are they? 

Mr. Suyman. That is correct. 

Mr. Atten. Thank you. 

Mr. SHetiry. Well, this thought goes through my mind: In the 
study you made, Mr. Shyman, was there any discussion or any thought 
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given to the effect that a newer and different type of ship might have 
on the possibi]ity of economic survival by a steamship line, privately 
owned and operated steamship line, in that service ? 

I went down yesterday afternoon, and I went aboard the Baranof 
and the Alaska, and spent several hours climbing around them. I had 
not seen them in some years, and I got this reaction: I know they are 
very ancient vessels, and that a more modern ship of a different type 
might pay out better on the Alaska run during the season, and be able, 
be available for cruise charter, or other service, in the offseason, which 
would be some approach to a solution of the problem. 

I am wondering if there has ever been any discussion along those 
lines ? 

Mr. Surman. I think it is our feeling that such would be the case. 
And in connection with that matter, I will tell you that through Mr. 
Pelly, in spite of the fact that Secretary of Commerce Weeks was in 
this room a year or so ago, and during the course of his talk stated that 
the Government no longer will build ships and pay for the complete 
cost of them and charter them out, but in spite of that, I wrote Mr. 
Pelly a letter and asked him to find out whether or not under the 
circumstances existing, if the Department of Commerce would not 
build a couple of ships of the seatrain type, and my own thinking 
on that is that they certainly should have passenger accommodations. 

Mr. Pelly went to the Department of Commerce, and if you are 
interested, I have their answer to that letter right with me. 

Mr. Sueitiey. I am very interested, because I worked with H. F, 
Alexander on his idea up to the time of his death, and I think there is 
a great possibility for it. 

Mr. Surman. This letter was addressed to Mr. Pelly, and Mr. Pelly, 
in his answer to me, sent the letter on. 

I can also state that the chamber of commerce was very much 
interested in the survey made by the Wyer Bros. I think it is of 
New York, who were commissioned by the Department of Commerce 
to make a survey for the Department of Interior and for the Depart- 
ment of Defense and the Department of Commerce. 

Now, Mr. Pelly’s letter to me is dated February 10: 

Dear AL: With reference to your letter of January 29, the Department of 
Commerce has furnished me with a report. Enclosed is a letter from Stephen 
¥. Dunn, departmental general counsel, dated February 5, 1954. 

I will be looking for the report on House Joint Resolution No. 314. 

This is the letter that is addressed to Mr. Pelly: 


I have your letter of February 2, 1954, enclosing a letter dated January 29, 
1954, from Mr. Al Shyman, 911 Western Avenue, Seattle 4, Wash., requesting that 
I furnish you with a report on the suggestion contained therein. 

Mr. Shyman suggests that the Department of Commerce explore the possibility 
of the Government’s building certain types of ships for charter to American-flag 
operators in the Alaska trade. 

The Department of Commerce does not have any funds at the present time 
for the construction of additional vessels, nor have they such funds nor have 
any such funds been included in the budget for the fiscal year 1955. 

It is the present policy of the Department to encourage private financing of 
new ship construction; and title 11 of the Merchant Marine Act of 1936 relating 
to the insurance of ship mortgages by the Government has been liberalized by 
Public Law 288, 83d Congres, 1st session, in an effort to facilitate such financing. 

However, the Government is authorized under section 509 of the Merchant 
Marine Act of 1936 to furnish 87.5 percent of the cost of construction of vessels 
for the domestic trade by loans to be repaid with 3.5 percent interest over a 
20-year period. 
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You are also advised that House Joint Resolution No. 314, 838d Congress, 1st 
session, would authorize the Secretary of Commerce to make immediate pro- 
visions for certain urgently required ocean transportation service to and from 
Alaska, and would provide for a joint study by the Secretary of Commerce and 
the Secretary of the Interior as to the best means of permanently rehabilitating 
and stabilizing ocean transportation service to and from Alaska. 

he Department is presently engaged in preparing a report on the joint resolu- 
tion for the Merchant Marine and Fis m rk s Committee. 

The Department is also making a detailed study of the problems of American 
shipping in general, and the sugge stion contained in Mr. Shyman’s letter has 
been called to the attention of those engaged in the study. 

Your referral of Mr. Shyman’s letter is greatly appreciated, and his letter 
is herewith returned to you as requested. 

Mr. Petiy. Would the gentleman \ ield at this point 6 

| have a copy of the W yer report here, and I think the committee 
should—the members of the committee should get copies of it. It is 
not available or officially released, but it contains much information 
which bears on this subject, and I have been loaned a copy of it. 

Now, with an understanding that I do not reveal its contents, I 
suggest that the members of this committee should have it. I think 
I know why they do not want it released, because if you will read it, 
you W il] see. 

Mr. Totiterson. What is the date of that letter ? 

Mr. Peixy. I received it on August 18,1954. The actual report has 
been held since May 27, and it has some remarks regarding the com- 
petition with the MSTS service in it. I just don’t think that the 
Department of Transportation wants to have that information get 
out. 

Mr. Totierson. I would like to just identify it better than it is 
presently identified, so that we can make an appropriate request for it. 

Mr. Petry. Well, I have copy No. 22, Report on Ocean Car Ferry 
Operation Between ConUs and Alaska, by William Wyer & Co., East 
Orange, N. J. 

Mr. Totiterson. That was applied for by whom—the report was 
made to whom ? 

Mr. Petty. The report is a preliminary survey and study under- 
taken by the Army at the Army's request by a priv: sais Colaoaitina firm, 
to determine the feasibility of an ocean car ferry or similar type opera- 
tion between the west coast of the United States and Alaska. 

Mr. Suyman. Mr. Chairman, I would like to make an additional 
statement. 

When I got that letter from Mr. Pelly, I immediately went down 
and discussed the matter with Mr. Skinner, and Mr. Skinner told me 
that they had been giving considerable thought and study to the 
matter of seatrain service, and I think that the estimate on two of 
those boats were around $10 million, and Mr. Skinner stated at that 
time that if they could prove to themselves that the ships could be 
operated at a profit, that they would not mind putting up the 1214 
percent that was necessary for the construction. But he said that 
in view of the increased cost of operation in the last few years, it would 
be very hard, and the possibility of its going up further—it would be 
very hard for him to convince himself that the ships could be operated 
at a profit. 

Now, of course, I also understand that they have been making fur- 
ther study; I think I mentioned that here this morning. 
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Mr. Totierson. Of course, we would accord Mr. Skinner the privi- 
lege of making any comments that he wants to on that subject, either 
now or by subsequent statements that he might file with the committee. 

Mr. Auten. Mr. Chairman, I think the record ought to show at this 
time that while the funds were not available to the Department of 
Commerce to build such ships, at the same time funds for similar ships 
were made available to the military for what they call roll-on, roll- 
off prototypes, which passed through the Congress almost without 
notice. 

Mr. Touuerson. It is just interesting at this point, I think, to note 
that there has been Alaska ship service over a oreat number of years 
prior to World War II, which apparently was profitable, and now 
we have a situation where it is not profitable; and the committee wants 
to find out why. 

We thank you, then, Mr. Shyman, for your testimony. 

At this time we will adjourn until the hour of 2 p. m. 

Mr. Suyman. Mr. Chairman, I merely wanted to state that Mr. 
Stanton, who prepared that report, is present here, and he would be 
glad to answer any questions that any committee member poses— 
William J. Stanton. 

Mr. Totuerson. Thank you. 

(The following information was furnished by Mr. A. Shyman.) 


ALASKA Distrinutors Co., 
Seattle 4, Wash., October 5, 1954 
Hon. THorR TOLLEFSON, 
Chairman, Merchant Marine and Fisheries Committee, 
Hlouse of Representative 8s, Washington, D. ¢ 


Dear Mr. ToL_terson: In further reference to the hearing which was held 
here yesterday regarding the elimination of passenger-boat service to Alaska, on 
behalf of the Seattle Chamber of Commerce, I an attaching the following data 
which we believe should be entered in the record of the hearing 

1. Copy of my letter to the Hon. Thomas M. Pelly under date of January 29 
1954 

2. Copy of Mr. Pelly’s letter to the writer under date of February 10, 1954. 

3. Copy of letter from Mr. Stephen F. Dunn, General Counsel, Department of 
Commerce, to Mr. Pelly under date of February 5, 1954 

4. Copy of my letter to Mr. Pelly under date of February 17, 1954. 

5. Additional statement as of this date in connection with the matter of steam 
ship competition from Prince Rupert to Alaska 

Trusting you will find same of interest, I remain 

Very truly yours, 
A. SHYMAN 


JANUARY 29, 1954 
Hon. THOMAS M. PELLY, 
House of Representatives, 
Washington, D.C. 

Dear Tom: No doubt you are aware that Seattle is already losing conside1 
able Alaska shipping to Prince Rupert: and in the opinion of those familiar with 
the situation, we feel the loss is sure to increase unless something is done about the 
Alaska transportation problem. 

I am sure the present steamship operators serving Alaska will agree that the 
type of steamers now being used are obsolete if we are to combat Prince Rupert 
competition where car ferry service now towed by barges has already captured 
the tonnage at Wards Cove. 


Future plans of Prince Rupert shipping interests in cooperation th the 
Canadian National Railroad, call for eventual extension of their freight service 
as far north as Skagway. In fact, propane gas is being moved by barge from 


Prince Rupert to Haines and thence over the highway to Fairbanks. Other sup 
plies will undoubtedly follow this same route. 


D4G86 D4 ‘ 
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Actually, if Prince Rupert shipping plans are realized based on regular service 
to southeastern Alaska, Seattle stands to suffer further losses. There is only one 
way this danger can me met, and that is new type of ships to serve Alaska. 

Such ships, capable of carrying approximately 5,000 tons of freight, would be 
equipped to carry railroad cars, loaded trucks and railers, as well as general 
cargo of all kinds as well as loose cargo. In addition, they carry a limited number 
of passengers Incidentally, this service would insure year around passenger 
service to Alaska which we are having a hard time maintining. The freight 
revenue from this type of carrier would be sufficient to take care of the operation 
without depending on income from passenger service. 

As you know, one reason freight rates to Alaska are not lower is the lack of 
year-around southbound cargo. With industrial development in southeastern - 
Alaska progressing, southbound cargo is bound to increase along with northbound. 

However, we must not lose that increased business to Prince Rupert. 

It is our understanding that the proper type of ship for Alaska trade would 

cost 5 to 6 million dollars to build, Likewise, we are informed that present 


operators could not finance construction of the two ships which would be the » 
minimum nedeed. That is the reason for this letter. We believe the Department 

of Commerce should be contacted to explore the possibility of the Government 

building these ships and chartering them to operators who offer the best return 

to the Government. 

With the above information at hand, I do hope you can establish a basis for 
further exploration on the part of the shipping administration. Naturally, we 
would be prepared to furnish further information, statistics, etc., if the Govern- 
ment shows any interest in this matter. 

Referring to the enclosed clipping from the Seattle P. I., I would like to ascer- 
tain if item 2 does not include business owned and operated by individuals. It 
seems unfair if such is not the case. 

Best wishes and kindest regards. 

Sincerely, 

A. SHYMAN. 

CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 

Washington, D. C., February 10, 1954. 

Mr. AL SHYMAN, 
tlaska Distributors Co., 
911 Western Avenue, Seattle, Wash. 

Dear AL: With further reference to your letter of January 29, 1954, the De- 
partment of Commerce has furnished me with a report. Enclosed is a letter from 
Stephen F. Dunn, departmental general counsel, dated February 5, 1954, 

I will be looking for the report on House Joint Resolution 314. 

Kindest personal regards. 

Sincerely, 4 
TnHomas M, Petty. 
DEPARTMENT OF COMMERCE, 
OFFICE OF THE GENERAL COUNSEL, 
Washington, D. 0., February 5, 1954. . 


Hon. Tuomas M. PELuy, 
House of Representatives, 
Washington, D. C. 

Dear Mr. Petty: I have your letter of February 2, 1954, enclosing a letter 
dated January 29, 1954, from Mr. A. Shyman, 911 Western Avenue, Seattle, Wash., 
and requesting that I furnish you with a report on the suggestion contained 
therein. 

Mr. Shyman suggests that the Department of Commerce explore the pos- 
sibility of the Government's building certain types of vessels for charter to 
American flag operators in the Alaskan trade. 

The Department of Commerce does not have any funds at the present time 
for the construction of additional vessels, nor have any such funds been in- 
cluded in its budget for the fiscal year 1955. It is the present policy of the 
Department to encourage private financing of new ship construction, and title 
XI of the Merchant Marine Act, 1936, relating to the insurance of ship mortgages 
by the Government, was liberalized by Public Law 288, 83d Congress, 1st session, 
in an effort to facilitate such financing. However, the Government is authorized 































































WEST COAST MARITIME INDUSTRIES SURVEY 93 





under section 509 of the Merchant Marine Act, 1936, to finance 87144 percent of 
the cost of construction of vessels for the domestic trade by loans to be repaid 
with 314-percent interest over a 20-year period. 

You are also advised that House Joint Resolution 314, 88d Congress, Ist 
session, would authorize the Secretary of Commerce to make immediate pro- 
vision for certain urgently required ocean transportation service to and from 
Alaska, and would provide for a joint study by the Secretary of Commerce and 
the Secretary of the Interior as to best means of permanently rehabilitating 
and stabilizing ocean transportation service to and from Alaska. The Depart- 
ment is presently engaged in preparing a report on the joint resolution for the 
Merchant Marine and Fisheries Committee. 

The Department is also making a detailed study of the problems of American 
shipping in general, and the suggestion contained in Mr. Shyman’s letter has been 
called to the attention of those engaged in the study. 

Your referral of Mr. Shyman’s letter is greatly appreciated, and his letter 
is returned herewith as you requested. 

Sincerely yours, 
STEPHEN F. Dunn, General Counsel. 


FEBRUARY 17, 1954. 
Mr. THomMAS M. PELLYy, 
House of Re presentatives, 
Washington, D. C 


Dear Tom: Please accept my thanks for your prompt action on my letter of 
January 29. 
In connection, I will be looking forward for the report on House Joint Reso- 
lution $14 as, no doubt, it will be helpful in the exploration of our problem. 
Kind regards. 
Sincerely, 
A. SHYMAN. 


A. SHYMAN, 
ALASKA DISTRIBUTORS Co., 
Seattle 4, Wash., October 5, 1954. 
MERCHANT MARINE AND FISHERIES COM MITTEE, 
House of Re presentatives, 
Washington, D. C. 

GENTLEMEN: In further reference to the hearing held here yesterday relative 
to the discontinuance of passenger boat service to Alaska, it is our belief that 
additional information should be given to your committee concerning present 
and future competition from Prince Rupert. Naturally, this would cover freight 
northbound, originating in the Middle West and eastern parts of the United 
States, and shipped in bond to Alaska via Prince Rupert, British Columbia. 
The same thing would also apply to southbound cargo. 

Already this situation exists as far north as Ward’s Cove, location of the 
Ketchikan Pulp Mill. During the construction of this mill, considerable freight 
was moved to Prince Rupert’from eastern parts of the country over the Canadian 
National Railroad; loaded rail cars were placed on barges at Prince Rupert and 
towed to Ward’s Cove, about 90 miles north of Prince Rupert. The main por- 
tion of the pulp-mill production is now moving east through Prince Rupert to 
eastern parts of the United States. 

Naturally, this barge operation is under the American flag but, in this case, 
the company operating the barge system is a joint venture of the Straits Towing 
Co, (a Canadian concern) and the Pudget Sound Tug & Barge Co. (an American 
concern ). 

Freight rates from eastern and midwestern shipping points to Prince Rupert 
ure the same as from those points to Seattle or any other Pacific coast ports. 
The same thing applies to eastbound cargo. 

Naturally, with distance between Prince Rupert and Alaska over 600 miles 
closer than Seattle, there is a decided freight advantage shipping via Prince 
Rupert. Both Canadian rail and shipping interests, as well as the Prince Rupert 
Chamber of Commerce, fully realize the advantage they have over Seattle or any 
other port on the Pacific coast. ; 

Their plans are very ambitious, as outlined to me in January 1953 by the then 
current president of the Prince Rupert Chamber of Commerce. These plans 











































94 WEST COAST MARITIME INDUSTRIES SURVEY 


for the future include general shipping service (under the American flag, of 
course) from Prince Rupert as far north as Skagway in southeastern Alaska. 
Taking into consideration the much shorter distance from Prince Rupert to all 
points southeastern Alaska, it is reasonable to believe that their future plans 
could become effective and successfu 

Information passed on to me at the time was that they could even serve 
interior points in Alaska, such as Anchorage and Fairbanks, through transpor- 
tation by water from Prince Rupert to Haines—thence by truck from Haines to 
interior Alaska points 

If their plans are fully realized and their future equipment includes ships with 


passenger accommodation, it could well be the solution for those persons 
i Alaska looking for water transportation because they do not fly for various 
reasons. In other words, people in this category could go from main points in 


southwestern Alaska to Haines via bus over the Alcan Highway and the Haines 
Cutoff, thence via boat to Prince Rupert, where they could take the Canadian 


Nat al Railroad to Vancouver, Bri sh Columbia, or points east, 
rf ich transportation would be very excessive, but, nevertheless, 
would have an appeal to persons who do not fly under any circumstances. 
Actua t would be their only alternative when they travel between Alaska and 

Tes « Vice ersa 
it is rdiy necessary to ment this danger as a possible loss to both Ameri 
( d Ame 1 ste hip the fut é 
ri plies to freizht as we S passenger business 

lo offset this danger, in our op n, the eventual solution of this problem will 
be a type of American ship which will leave the States for Alaska equipped to 
carry a railroad car, truck and traile1 itomobile, baby rriage, or a package 
of corn flakes. In addition, course, it would be folly if such ships were not 
constructed ft carry at least ; imited 1 nber of passengers The type of ship 
sO 1 ld have to be large enough so that reve e from the freight would 
e operators a profit even though they sustain a ss on the passenger service. 


Unfortunately, the type of ship necessary cannot be created by magic and we 


must bend to the realization that it would be some time before the proper type 
be put into operat In the eantime, of course, we believe your 

ee realizes the importance of establis! g at least a temporary solution 

t] assenger-boat service to Alaska w gain be available in the very near 


\ uly yours, 


A. SHYMAN, 
Neattle Chamb ft Commerce. 


(Noo 


recess. 


AFTERNOON SESSION 


(Parties present as heretofore noted. ) 

Mr. ‘TOLLEFSON. I note the presence of another Member of ( ‘ongress, 
who not a member of ow committee, but who, since coming to 
Congress, has been treme) dously interested in merchant-marine prob- 
lems, and who has been most helpful to our committee in supporting 


leg siation coming fie m our committee, and on to the floor ot the 
Hous 
We had some rugged battles on the floor. We were able to count 


on the active support of all of the Congressmen from the State of 
Wash neton from both political parties, and not the least of them 
was Congressman Jack Westland from up in the Second District, and 
we are very pleased, Mr. Westland, to have you with us today. 

Mr. Westianp. Thank you, Mr. Chairman. I am very happy to 
be here. I appreciate you letting me sit in with this committee to 
hear this testimony. 

Mr. Tor LEFSON. It isa pl ivilege to have you, SIr. 

Our first witness this afternoon is Mr. Clarence Carlander, the vice 


president of the Port of Seattle Commission. 


i 
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TESTIMONY OF CLARENCE CARLANDER 


Mr. Cartanper. Mr. Chairman, I am very happy to be here on the 
behalf of the Seattle Port Commission. "We own the waterfront 
facilities used by these passenger ships that are now going out of 
service. 

My name is C. H. Carlander. I am vice president of the Port of 
Seattle Commission. 

The port of Seattle is a municipal corporation organized in 1913 
as a result of enabling legislation passed by the Washington State 
Legislature in 1911. Its boundaries coincide with those of King 
County. Our investment in waterfront properties at the present time 
is $31 million. 

The Port of Seattle Commission is vitally interested in a healthy 
American merchant marine. During the past 20 years we have wit- 
nessed our coastwise passenger service completely disappear, our 
coastwise cargo trade shrink to almost the vanishing point, our once 
potent transpacific passenger trade has been drastically curtailed, and 
now we are faced with the abandonment of passenger service between 
Seattle and Alaska—a service which has been in existence since 1895, 

This passenger service has forged a strong bond in the relationship 
between Seattle and Alaska, and we fear that passenger service dis- 
continuation at this time or any future date will seriously strain the 
relationship between Seattle and Alaska interests, which we at this end 
have been strenuously attempting to strengthen through the medium 
of the mayor’s waterfront advisory committee, the chamber of com- 
merce, goodwill tours to Alaska, and so forth. 

We have no quarrel with Alaska Steamship Co. in abandoning the 
service. Their announcement of discontinuance of passenger service 
indicates a loss in that service of $1,500,000 during the past 5 years. 
Like any prudent steamship operator, the Alaska Steamship Co. un- 
doubtedly wants each phase of its operation to be self-sustaining and 
it would be manifestly unfair for the shipper of freight to be com- 
pelled to make up the loss which is being suffered in the transportation 
of passengers. I think that is a real situation that freight rates might 
be able to go down if they can cut off the passenger loss. 

Other testimony at this hearing will reveal statistics on the number 
of passengers moving to and from Alaska annually, the percentage of 
those passengers moving via vessel and via air. In our opinion, these 
figures will offer convincing proof of the desirability of continued 
passenger service to at. least some points in the Territory which will 
not be served by MSTS or Canadian vessels. 

Certain ports (Skagway, Ketchikan, Wrangell, and Juneau) in 
Alaska are presently being served by passenger ships of the Canadian 
Pacific Railway and Canadian National Railway out of Vancouver, 
British Columbia. These Canadian lines also have been granted 
rights to transport passengers between certain Alaskan ports. We 
believe that the moment passenger service is disrupted from Seattle, 
Canada will be quick to request the necessary authority to provide the 
increased passenger service both to and within the Territory out of 
Vancouver, British Columbia. 

Many suggestions have been made with respect to the solution of this 
problem. Some have suggested a direct subsidy to the steamship oper- 
ator, particularly in view of the fact that competitors via air presently 
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receive Government financial assistance. It has been suggested that the 
several Government agencies utilizing passenger space, guarantee the 
operator capacity loads in each direction. . 

However, the suggestion which appeals to us as most practical and 
feasible and the one which will least affect the taxpayer who is going 
to pay the bill in any event, is the one whereby some or all of the 
present passenger fleet would be chartered from the owner on a long- 
term basis by the United States Maritime Commission. 

Upon consummation of such a charter the Maritime Commission 
would simultaneously appoint qualified Alaska operators as general 
agents and the vessels would be operated under so-called general 
agency agreements, with the agents receiving the stipulated agency 
fees. 

Under this arrangement the Government would dictate the fre- 
quency of sailings, ports of eall, and other service features which 
matters are now the prerogative of the private operator, whose de- 
cisions in these matters are sometimes influenced by pressure from 
shippers and other groups. With such pressure being transferred 
from the operator to the Government, possibly some operating econo- 
mies could be effected and the continuance of the service would not be 
a serious burden on the taxpayer. 

We feel strongly that from the standpoint of national defense a 
strong and healthy merchant marine is a “must” and discontinuance of 
passenger ser ice to Alaska is de finitely a step in the opposite direction 
to which we should be going. 

Mr. Totierson. The committee wants to thank you, Mr. Carlander, 
for your statement and for your proposal. 

As I understand it, you are proposing an alternative in the nature 
of an indirect subsidy, rather than a direct subsidy ? 

Mr. CarLANnper. That is correct. 

Mr. Touuerson. Might | inquire if you believe that the indirect 
subsidy would cost the Government any less money than the direct 
subsidy ¢ 

Mr. Cartanper. I think there are several people in this room who 
have operated under those general agency agreements, and did during 
the war. I know they chartered their ships to the Government. 

As I recall, I think during the last war all of the Alaska Steamship 
Co. boats were operated by the Government; I mean, were chartered 
to the Government, and then the Alaska Steamship Co., in turn, 
operated them. 

I think that Mr. Skinner and those people here can testify to that 
better than I can. 

Mr. Totiterson. Another question : 

Are you convinced that private enterprise cannot operate a service 
up there ata profit i 

Mr. Cartanper. Well, not under the present conditions. We have 
a—we have gone througha 

Mr. Sweviey. Wait a minute, Mr. Chairman. What do you mean, 
Mr. Carlander, by “not under the present conditions”? That they 
cannot operate at a profit—I don’t know what you meant ? 

Mr. Carvanper. | am just stating a personal opinion. 

Mr. SuHetiey. Yes. 

Mr. Cartanper. In the passenger business—it so happens that the 
Port of Seattle Commission also operates the airport, and we are some- 
what familiar with the trend toward air transportation. 


ree 


WEST COAST MARITIME INDUSTRIES SURVEY 97 


Mr. Totterson. I think that what Mr. Shelley had in mind was the 
question as to your answer, whether you felt that private enterprise 
could or could not do the job? 

Mr. Suetiey. Yes. 

Mr. Cartanoer. I think that eventually private enterprise can do 
the job, but I think that we have a hurdle to get over here in the proper 
equipment and so forth, to fit the present needs of the communities, 
because it has been testified here that at one time, of course, travel was 
all by water. 

Well, the airlines have now taken a large share of that traffic, and 
the percentage that they will take, I think, is kind of reaching a peak. 

In other words, in traveling between two domestic points you will 
find that the airlines come in with the big surge, and finally they will 
get the people who want to travel by air; but a lot of other people 
want to go by train, and some people want to drive their own car, and 
so forth and so on. 

I think that we have to get over this hurdle, and probably design new 
equipment and so forth, and ways and means of taking care of these 
communities that are isolated, and take care of the people that really 
want. to travel by steamship. 

Mr. To.ierson. In other words, we have a problem here that can 
be divided into two aspects: One, an immediate solution to take care 
of the situation temporarily, and then a long-range solution to take 

care of it over a long period ¢ 

Mr. CartaNnpber. I think on a long-range program private enterprise 
should stand on its own feet, and the airlines also should stand on their 
own feet. 

Mr. Totterson. Thank you, Mr. Carlander 

Mr. Auten. Mr. Carlander, you indicate that the Canadian service 
will be quick to take up the slack. 

Are they strictly private enterprise, or are they Government sub- 
sidized ? 

Mr. Carianper. Well, I think—the Canadian Pacific, of course, is 
private, and the Canadian National is owned by the Canadian Gov- 
ernment. It is owned by the Canadian Government. 

Mr. Aten. Do they compete on an equal basis, one subsidized, and 
one completely without subsidy ? 

Mr. Cartanpver. Well, I don’t think I could answer that 100 per- 
cent. I think they do divide the Territory up to some extent. 

Now, other people in this room probably could answer that ques- 
tion better than I can. 

Mr. Atiten. There was some testimony earlier today that the air- 
lines are subsidized to the extent that where they carry a passenger 
for $75 or $90—I have forgotten exactly which—but offsetting that is 
a subsidy of $160 for each passenger. 

Do you suppose that some similar system might keep the American 
passenger ships alive, if we subsidized passenger traffic to Alaska on 
the same percentage basis that we subsidize the American airline 
traffic ? 

Mr. Cartanver. Well, I think Mr. Skinner probably should answer 
that, because, well, he would have the figures, and if you could just 
tell him that you will give him so much a passenger over and above 
what he collects as fare, he probably could figure it out, and give you 
the answer. 
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But I think that both categories should eventually stand on their 
own feet. It is not fair to.have a subsidized operation compete with 
a nonsubsidized operation. 

Mr. ALLEN. You have no studies on that subje 4 

Mr. Cartanner. No; we have not. We left that up to the other 
people who actually are more qualified than I am to give the answer. 

Mr. Suevvey. I havethis question : 

One thing that the gentleman presently testifying mentioned in- 
trigue me a little, because I had heard information sort of to the 
opposite, and that is his reference on page 3 of his testimony. 

Mr. Carlander, where you refer to having the Federal Maritime 
Administration allocate some ships for this service, and then desig- 
hating the Alaska operators as thei veneral agents, | don't know how 
thoroughly you went into this setup before you made such a recom- 
mendation, but having talked to any number of operators in the 
business of steamship operation, and their experience of the general 

2 the Korean conflict, my reaction is, or my 
Impression 1s, that they are not too strong for those: that they are 
simply the office operator for MSTS, at a very minimum return to 
themselves, but with all their facilities made available. 

Now, I was wondering if that would, if that really would be a 


solution / 


agency agreements duri 


Wouldn't that be just sort of a temporary palliative, probably, to 
the solution of the problem, Mr. ( ivlander ¢ 

Mr. CarLanper. Well, we do have Mr. Fleming here in the room, 
from the Maritime Commission, and other people have operated under 
those agreements. 

My understand ng is that that is all it does cover—just a very 
nominal profit, if any profit, for having the ships, but we do have 
these sh Ds. 

Our point is that we do have these ships, and we should keep them 

operation. 

Mr. Sueiiey. In other words, the first thing is you want the service 
continued ¢ : 

Mr. CarLanper. That is right. 

Mr. Suettey. And you probably want to continue it on any basis 
whatsoever that can be found ? 

Mr. CARLANDER. Thatis right. 

Mr. SuHetitey. And then if a better solution for continuing it on a 
straight private-enterprise program could be found subsequently, then 
you would feel that that would be all right ¢ 

Mr. CarLanper. Yes. 

Mr. Suevtitey. I wonder, Mr. Chairman, if at this time it would be 
in order in view of this—I would turn to Mr. Skinner, who I see in 


the room, and ask his reaction to this same suggestion, and his thoughts 


on a general agency agreement operation in view of the comments that 
L have made? 

Mr. Totuerson. If Mr. Skinneo cares to comment, it will be perfectly 
appropriate at this time. 

Mr. Saeviry. I think that he has a lot at stake in this situation. 
and I think it might be worthwhile. 

Mr. Carvanper. I say that this is just a thought that we throughout 
have had—we throw that out for you people to wrestle with. 


aces 
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Mr. Sueniey. | think that we are anxious to vet all of the thoughts 
on this. 

Mr. Skinner. Of course, it is difficult to comment on an operation 
that involves such a complicated matter as the general agency agree- 
ments operation. 

If we should assume that it would be on the same basis as the one 
we did or did not enjoy in World War II, I might comment by say 
ing that we still haven’t settled our general agreements for World 
War IT, and this is 1954. 

I think it is quite obvious that there never was any money in it. 
We did not expect that there was. We considered that we were doing 
a service, as everyone in the merchant marine was during that time. 

But by the same token if we were approached to continue on some 
kind of a similar basis in connection with the Alaska passenger busi- 
ness, and we did do it, it would Sar be with the knowledge that we 
could not make a dime out of it, but it would be some, as vou say, 
palliative for a short period of time that would allow the continuation 
of the service. 

Mr. SHetiey. And with the recognition that probably the only 
benefit you would get as a private corporation in a shipping business 
would be that it might be a method for holding your organization 
together until a better solution for private operation was found. 

Mr. Skinner. That is right, Mr. Shelley, but we could not continue 
on on any kind of basis that would be a deficit operation, certainly, 
in the sense that we have known it for the past 5 years. 

Mr. Snetitéy. Thank you very much, Mr. Skinner. 

Mr. Totterson. We want to thank you very much for your contribu- 
tion, sir. We thank you for making it. 

Mr. Cartanper. Thank you. 

Mr. Totterson. Before I call the next witness, may I just say for the 
information of those present that we have not called witnesses in order 
of importance, or anything else. Weare trying not to only inform our- 
selves, but to make a record upon which to base a report which we want 
to present to other Members of Congress, and our objective was simple. 

We wanted, first, to have a background, and then we wanted to have 
the record show the effect of the termination of Alaska service, and the 
importance of Alaska service, and then, finally, we wanted to have the 
solutions and of course they overlap. 

But I do want to emphasize that because we haven’t called one per- 
son ahead of another hasn’t anything to do with the importance of the 
witnesses. We just want to make our record logical and presentable. 

Our next witness we are ple: ased to call is a man who has been tre- 
mendously interested in maritime and waterfront matters, as all of you 
know, the m: yor of Seattle, the Honorable Allan Pomeroy. 


TESTIMONY OF MAYOR ALLAN POMEROY 


Mayor Pomeroy. Thank you. 

Mr. Totterson. Mr, Pomeroy, we are pleased that you should take 
the time from your busy se ‘hedule to come down and talk to us about a 
proble m which is not only of great import: ince to us, but to Alaska and 
the Pacific Northwest as you unquestionably recognize. 

We shall be pleased to hear from you. 
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Mayor Pomeroy. Well, Mr. Tollefson and Members of Congress, 
first, let me say that we in Seattle are very happy that you are all here 
as our guests and that you are focusing the attention on a problem 
which means a great deal to all of us, and that we think from this 
meeting will come a course of clan which may relieve some of the 
problems which we all face. 

I might say that there is no intention on my part to make any 
specific suggestion. I think the prob le - of the merchant marine and 
our waterfront problem, the relationship of our city, Seattle, with 
the merchant marine, has been one of the matters of great concern 
for a number of vears. 

Two years ago we formed this maritime advisory committee, which 
has been mentioned here, on which we find representatives ot all off- 
shore al d onshore activ ities as well as other groups interested in the 
wat ee together with the representatives of the major cities of 


Alaska, because their economy is so much tied up with the operation of 
our wat dec fetas here, as well as other Puget Sound ports. 
And together we have attempted to give Congress and also the gen- 


eral calla the feeling that this merchant marine situation is something 
that is very important to all of us 

I think that all of these factors which at times have seemed to be 
opposing each other have a common objective, and we are going, 
through ee ‘committee, to all VO along for the common objective in 

ie best possible manner. So your being with us during this session 
in this committee hearing we feel is of great Importance to us, and 
we certainly hope that it will be beneficial and helpful to us in the 
situation, and that a course of action will result which will help solve 
some of these prob ylems. 

I may say that you have asked questions while I have been here 
which will require some research, and we all want all of you Members 
of Cor iwress To know that aly ot these questions ve you have 
which require research, that our committee is ready and willing to 
furnish such answers as you may require at any time, whether you 
are 1h Session he re ol back In Wa shingeton, D. ie. 

(ll you have to do is to list your qu estions, send them to us, and we 
will attempt in the best way possible to get you the answers that 
you desire. 

So. with those words, that is about all that I have to say to the 
coninittee. 

We had a meeting of our committee the day before you convened 
here, in which the committee discussed what the testimony would 
probably be before your body, and we felt at that time that the 
committee could best serve your purpose and our purpose by having 
representatives of all phase s of the waterfront activ ity appear before 
you and make their suggestions, and that our committee would stand 
ready to assist you in any way that we can. 

Mr. Totterson. We appreciate your coming. We have heard from 
your committee heretofore on many oceasions. We appreciate the fact 
that you do have in Seattle an advisory committee on maritime prob- 
lems, and their suggestions have been most helpful. 

In connection with the questions which you have mentioned, I might 
say that the ray ary rs of the committee have a lot of questions which 
they could ask, but have refrained from doing so in this matter only 
in the interests of conserving time. E 
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They have asked those questions only for which they have not had 
an answer heretofore. 

We apprec late your coming yr very, very muce h. 

Mr. ALLEN. I might say that we hope the problems don’t get solved 
too quic ‘kly, because it Is very enjoy: able to come bae ‘*k to the area in 
which so many very fine hosts re side. 

Mr. Suetiey. I just want to say that I want to take this oppor- 
tunity to commend the mayor of Seattle and the Seattle Chamber 
of Commerce for the job they do on behalf of Seattle—such a good 
job that certain people in San Francisco are a little chagrined with 
some of your accomplishn ents at times. | Laughter and applause. | 

sut I also want to sav. as I said to Mr. Mc Laren, of the Seattle 
Metal Trades Council, that our job, in view of the situation with 
which we are confronted, and which I think you ap prec late exists 
is to get work and trade and shipbuilding and recognition for the 
Pacific coast, and that is the attitude with which we approach this 
problem. 

Then if we have a few little family arguments between ourselves, 
we keep that in the kitchen and settle it later. 

Mayor Pomeroy. Mr. Shelley, may I say this in response to that last 
remark of yours : We have observed up here in this Puget Sound 
country and in the Northwest that you have done a tremendous job 
ot solvin lg your competition between. so-called northern and southern 

California, and that you have, through your chambers of commerce 
sana out 2 method by which you are for the Pacific coast. 

We hop ve that extends up this far, because we, too, feel as you do, 
that it is for the benefit of the entire Pacific coast. 

Mr. Sretiry. It is a coast problem; that is right, Mayor Pomeroy. 

Mr. Toututerson. Our next witness will be Dr. Alexander Baird, 
manager of the Alaska Development Board. 


TESTIMONY OF DR. ALEXANDER BAIRD 


Dr. Barro. I wish to thank you for the privilege of testifying before 
this committee in what we believe is the best interest of the oreat 
Territory of Alaska. 

I have here a statement prepared by my Juneau office, which I 
should like to have included for the record. Since our statement 
might be somewhat lengthy, and there are many witnesses to be heard 
yet, I should rather limit myself to a few excerpts 

Allow me, first, to explain what the Alaska Development Board is. 

The Alaska Development Board is an official agency of the Terri 
tory whose purpose is devoted to the establishment of new industries 
and expansion of existing industries, businesses, and vocations in 
Alaska. It was est: ublished under the laws of Alaska and operates 
under authority of chapter 25, session laws of Alaska 1945. Pursuant 
to that authority and at the request of the Governor of Alaska, the 
Alaska Development. Board wishes to make the following statement 
for the record in the hearings being conducted by the Hon. Thor M. 
Tollefson, chairman of the House Merchant. Marine and Fisheries 
Committee. 

Termination of passenger serv ice to Alaska by the only American 
passenger carrier operating in Alaskan waters will be, very definitely, 
a severe blow to the economy of the Territory. More is involved than 
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just the passenger service. During the year L953 and a few facts and 
figures never hurt te Alaska Steamship Co. had 66 passenger sail- 
ings from Seattle and carried a total of 9,614 persons to the Territory 
an d 8,899 persons from the Territory. 

Figures compiled | V this office, base 1 on information submitted by 
all carriers, show that Alaska Steamship Co. carried more than 50 
percent of all steamer passengel traffic to ae The total of all 
carriers Was 33.344. During 1953—and that is an interesting item 
244.451 persons entered and left the Territory. Of this amount 
and that question arose previously approximately) 14 percent were 
carrier by steamship. 

Passel ger vessels of the Alaska Steamship (Co. called at all of Alas- 
ka’s major ports and it is estimated by the company that in the town 
f Juneau alone, 600 persons per week visited the city from their 
vessels during the tourist season. Various studies have been made to 
evaluate the tourist industry, the importance of the tourist industry, 
ind it is estimated by the Alaska Visitors Association that the tourist 
business in Alaska in 1953 amounted to more than $9 million. 

I wish to corroborate here the statement of Mr. Shyman. There 
is no accurate way of determining how much a tourist spends in each 
town, but the guesstimates are fairly accurate, which have been made, 
were that the average expenditure of a tourist per day—of a steam- 
ship tourist—was about $10 per day. We have no nena way of 
gaging the reliability of the figures concerning tourists, but do know 
that they contribute materially to the prosperity of every town that 
they visit. 

We know that the Alaska Railroad has a vital interest in the pas- 
senger steamship service and that special boat trains are dispatched 
from Anchorage to meet these passenger vessels to afford transporta- 
tion to tourists visiting the interior of Alaska. 

A few figures, perhaps, might underscore this point. 

‘| he GTOSsS passenger revenues of the Alaska Railroad in 1953 were 
$1.640.625 and estimates of total passenger revenues for 1954 are 
$1,123,000, according to the Bureau of Budget. 

That indicates the importance of the steamship bound tourist in 
the operation of the Alaska Railroad. The budget report shows gross 
revenues of the Mount McKinley National Park Hotel in 1953 
amounted to $703.993. Weare certain that a substantial portion of the 
passenger revenues of the \laska Railroad can be attributed directly 
to steamer passenger service, and we are equally certain that total 
revenues of the hotel at Mount McKinley Park are made up 1 i n sub- 


stantial amounts by persons trave ling t to Alaska in Al: iska ste amship 
vessels. In view of these par eae ars quite clear that the Depart- 
ment ol » Interior and its agencies, 1n¢ ‘luding the Alaska Railroad 


and the National Park ee must be vitally concerned with the 
continued ope ‘ration of passenger ships to westward Al; iska. 

In study Ing the economic Impact of the discontinu: ince of passenger 
service, we must also give consideration to the number of persons 
employed by the Alaska Railroad, which is a major payroll in the 
Ter itory, and the National Park Service, in taking care of visitors 
to Alaska who come by boat. 

It should also be pointed out that employment is given to long- 
shore workers at every port of call in Alaska; that the towns of 
Valdez and Seward are not on direct airline routes to the United 


a 
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States and are hence more de pe nadent upon steamer passenger se rvice, 

This also holds true to a lesser extent for Cordova, which is a flag 
stop of one of the regular certificated airlines. It therefore appe ars 
that the Department of the Interior has a direct interest in Alaska 
passenger service. We believe that these facts demonstrate that loss 
of American passenger service to Alaska would adversely affect the 
economy of the entire Territor y. 

Loss of ea service to Alaska will also materi ally affect oper- 
ation of the port of Seattle and the Seattle Chamber of Commerce 
agrees that it will have adverse effects on the city itself. Officials 
from the port of Seattle anid the Seattle Chamber of Commerce will 
undou ibtedly tell the committee the Importance of this phase of the 
Alaska tr: ade to the town of Seattle. 

In considering solutions to the problem posed by the termination of 
Alaska steamship passenger a we are immediately confronted 
bv the fact that the De partment of Defense utilizes the Milit: ary Sea 
Transport. Service in direct competition with the Alaska Steamship 
(‘o. to carry military personnel and their dependents to and from 
Alaska. 

Some questions to that effect have been asked before and we have 
figures to qualify those statements. In 1951 MSTS carried 1,905 
persons from Alaska, and 1.486 to Alaska. In 1952 MSTS carried 
1.701 from Alaska and 2,726 passengers to the Ferritory. In 1953 
MSTS carried 4.619 from Alaska and 3.278 persons to the Territory. 
That move definitely is on the increase, judging by figures. These 
figures were obtained from the Bureau of Census. 

It, therefore, appears—t his seems to be the gist of the matter—that 
the Alaska steamship passenger traffic could be increased by 40 per 
cent if MSTS were to cease competition with a private carrier. With 
the number of military personnel stationed in Alaska and their order 
of rotation, it appears that under present conditions there will be a 
constant turnover of ae personne] and their dependents in the 
Territory which could be handled for 9 months cut of each year by 
Alaska Steamship Co. without any difficulties, without interference 
by those highly productive and unquestionab ly profitable operations 
during the A months. 

In view of the fact that the Alaska Steamship Co. was effectively 
used during World War II to carry military personnel to and from 
Alaska, it seems that it would be to the national interest to retain this 
service so that it could be immediately utilized for the transportation 
of military personnel during times of national emergency. 

It is 1h understanding, gentlemen, that in Great Britain most of 
the troop movement in case of emergency is carried by private ear 
riers, just as an example, or all of it, as a matter of fact. 

We must empha ize that the Department of Defense has contracts 


with private passenger carriers to transport military personnel and 
their dependents to other areas in the world—as has been pointed out 
previously—and deems it in the best interests of the country to main 
tain a merchant marine which ean be utilized for this purpose. 


If these facts hold true for other theaters of operation, it is evident 
that it should also hold true for the Terri tory of Alaska and that every 
effort should be made by the Department of Defense to utilize and 
encourage a passenger transport system to Alaska 
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To date. however, the Department of Defense and the Mil tary Sea 
Transportation Service have been extremely reluctant to utilize the 
services offered by the Alaska Steamship Co., and, in fact, this agency 
of the Government has competed with private enterprise to the 
marked detriment of that carrier. 


It is the opinion of this agency that private carriers should be fully 
nd completely utilized and that MSTS should serve in an auxiliary 
capacity 1n supply Ing transportation to the Territory. ‘he reverse 


has been true. 
One possible solution to the problem confronting the \laska Steam- 


sh p Co., or one which would at least alleviate present conditions, 
d be for the Departme nt of Defense to contract for the carrying 
of all of its personnel to and from the Territory by a private carrier. 

We are compelled to point out that under the laws of the United 


States and tl 


e policy long establisl ecl Dy (‘ongress, if is impossible 
for the Territory of Alaska to turn to Canadian carriers for assistance. 
The Passenger Act of 1898 specifically prohibits foreign competi- 


on in coastal waters, and our Government is in the unique position 


of prohibiting Canadian enterprises from attempting to supply us 
ith a service which American carriers, under present circumstances, 
pparently are unable to provide 
Some consideration has be cviven to sl ipbuild ne subsidies, but we 
ire ag n confronted with the fact that under prov sions of the I nited 
Stat \T 


tates Maritime Act, no subsidies are available for companies engaged 
n coast wise trade. 

When we speak of subsidies, we must look at the policy of the Gov- 
ernment regarding other competitive modes of transportation. We 
nd that the Government of the United States in assisting air carriers 

perating to and from Alaska and within the Territory have expended 
huge sums of money to assist these air competitors ot water transpor- 
tation. 

The following information obtained from the Civil Aeronautics 
Authority shows that to date capital expenditures on intermediate 
airfields in the Territory of Alaska amount to $62.695.000, plus $17 
million for international airports at Fairbanks and Anchorace, in 


iddition to Federal-aid airport grants of $1,783,000, making a total 
of SS1.ATS. 1) in capital exper ditures alone. 
Phis does not include the operating cost of these facilities, nor does 


t include direct airmail subsidies to air carriers whose requirements 


JOU UU, While these huge 
ave been expel ded by the Federal Government to assist air 


for seal 1955 amount t appro mately Si, 


I 


carriers who are in direct competition with water carriers, little or no 
money, except during World War II and for a brief period there- 


ifter. has been expended by the Government for the operation of 


water carriers or for the capital improvement of their docking facili- 
tiesin the Territory of Alaska. 
While there is no criticism of the policy of the Government con- 


cerning air carriers, it seems pertinent to relate these figures and to 
pot out the failure of the Government to materially assist water- 


porne conmerce, 


Thi failure on the part ¢ f the Gaovernment to assist waterborne 


carriers has resulted in int reasing|y high passenger and freight rates 


to the Territory while direct subsidies by the Government have re- 
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sulted in decreasing fares and rates by air carriers. Water carriers 
have suffered treme ndously by this polie y. Import: int as air commerce 
is to the Territory, the lifeblood of Al: iska is still carried in the ships 
which supply Alaska with its necessities and provide the materials 
for industry to function. 

In considering ways in which the present situation might be reme- 
died, the House Committee on Merchant Marine and Fisheries will 
undoubtedly give consideration to the establishment of a car ferry 
system for southeastern Alaska which would result in an integrated 
land and water system for all of southeastern Alaska. 

Perhaps such a system on a joint venture basis could be economically 
worked out so that provisions could be made for the carrying of pas- 
sengers to railhead areas from southeastern Alaska. There is a great 
question in the a many whether such a system could be utilized 
in westward Alaska because of the roughness of the seas, especially 
during the winter months. 

The military, railroad companies, and private shipping companies 
are presently investigating the possibilities of establishing sea trains 
between westward ports and the United States or Prince Rupert, 
British Columbia. It appears to us of the development board that if 
such a service were inaugurated it could only service the towns of 
Seward and possibly Whittier, if the military permits the utilization 
of the latter port for nonmilitary purposes. ‘This would still leave the 
other towns of westward Alaska and conse que ntly towns of the interior 
without passenger service, and it is doubtful w he ther sea trains would 
prov ide any passenger accommodations. That does not seem to be in 
the cards technic ally. 

Requests naturally will be made and have already been made that 
the Alaska Steamship © 2: provide limited passenger accommodations 
on its freighter service to the Territory. We do not believe that such 
a scheme would satisfy the needs of the Territory. 

In order to secure some kind of passenger service to southeastern 
Alaska, requests will undoubtedly have to be made to the Canadian 
Pacific Steamship Co. to maintain its services to southeastern Alaska. 
If Canadian Pacific can continue wintertime operations of its pas 
senger vessel, Norah, the residents of southeastern Alaska, at least, 
would be assured of regular steamer passenger servi 

Again, this solution will still leave the commuities of westward 
Alaska now serviced by an American carrier without passenger sery 
ice, We hope your committee will aASs¢ ertain from the Alaska steam 
ship Co.—and that seems to be of the utmost importance—the cor 
ditions under which that company feels it might be able to maintain 
passenger service to the Territory of Alaska on a year-round basis. 

If these conditions are known—and we he not know them—then 
the problem can be attacked more realistically. Not knowing under 
what conditions the Alaska Steamship Co. can profits ably operate, it 
is extremely difficult to propose solutions to the problem mand consid 
eration should | be olive nto the possibiliti ies of interesting odin carriers 
inthe Alaska trade. Perh: aps othe r carriers migh t feel that the \ could 
operate under conditions which the Alaska Ste amship Co. could not. 

Under authorities establishing the De partment of Comme EOP, that 
agency is spec ifie ally charged with duties of promotin @ and deve loy ) 


- 


ing foreign and domestic commerce, including shipping and trans 
portation facilities. It is sincerely hoped that the De) ment of 
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Commerce through its many contacts in the shipping indus try will 
not sit idly by while one of ‘the Territory’s vital commercial services 
is being abandoned. We are confident that that De partment will par- 
ticipate in the solution of this problem and do everything within its 
authority to assist the Territory. 

In summing up—this agency wishes to emphasize as forcefully as 
possible that abandonment of passenger service to and from Al: aska 
by the only American carrier in the trade will deal a severe blow to 
many phases ot Alaska economy. It will have a particularly sharp 
impact on Alaska’s growing tourist industry which means so much 
to all communities in the Territory. 

While the effects of the tourist industry cannot be accurately meas- 
ured, we know that they are considerable. Possible legislative solu- 
tions which the committee may wish to recommend include: 

(a) Amendments to the United States Maritime Act, title 46, 
( hapter 27, United States Code, so that companies engaged in coastal 
shipping would have construction subsidies available. 

(5) A direct mens on an all-year-round charter basis, or payment 
of marine insurance by the Maritime C ommission, or a policy directive 
from the committee to the Department of Defense stipulating that 
military personnel and their dependents may be carried on pri- 
vate ships. 

If these proposals are not satisfactory to the carrier now engaged 
in this trade, efforts must be made to ascertain whether other com- 
panies might be interested. 

In conside ring the overall policy of the Government concerning 
Alaska tr: 4 ation this as gency feels that it is impossible for any 
domestic carrier to participate in the Alaska passenger traffic on an 
all-year seeeil basis without assistance from the Government. 

Inasmuch as the Government already heavily subsidizes air trans- 
portation, it is apparent that water transportation cannot survive 
on its own revenues as long as this policy exists. We have no quarrel 
with the subsidization of Alaska’s air carriers and know that the 
tremendous strides made by aviation in Alaska could not have been 
accomp lished without this Government aid. We believe, however, 
that if water commerce to Alaska is to continue on a reasonable and 
equitable basis, the Congress of the United States must make ade- 
quate provision for the assistance of the merchant marine operating 
in territorial waters. 

As we have previously pointed out, steamer service to Alaska has 
been operating under diminishing returns and we do not see how 
private enterprise can increase revenues without material and effec- 
tive assistance from the Government. We sincerely hope that the 
House Marchant Marine and Fisheries Committee in its report will 
recommend that the ry ee enact appropriate laws to establish 
such a policy and make it immediately effective. 

Now, perhaps i in my jaaee it might be proper to mention a few 
other points. We are not dealing with the same situation in Alaska 
as we have dealt with be fore. Alaska today unquestionably stands 
on the threshold of new developments which by any st: undards are very 
impressive, 

We have today almost a procession of pulp mills interested in 
southeastern Alaskan timber. Those facts have been mentioned. They 
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concern today the town of Ketchikan and the town of Wrangell and 
the town of Sitka and many other places. 

We stand tod: ay on the threshol lof hydroe lectric deve lopme nt, and 
whether it is a matter of the Frobisher development group, or whether 
it is a matter of Alcoa, or whether it is a matter of interest to the 
Harvey Aluminum Co., it is today one of the major points of progress, 

We are interested today, and every major American company 1s 
interested today, in the oil resources and gas possibilities in Alaska. 

We are also very definitely heading with the origination of a fail 
ing—so far failing—mining industry in Alaska, primarily in the di- 
rection of war essential materials. 

You know undoubtedly and there is no point in enumerating again 
the reserves of coal, copper, tin, nickel, mercury, antimony, lead, iron, 
and so forth, all of which are strategic. 

We dare not abandon those development possibilities. 

The next point which has been brought up was the lack of any 
southbound cargo, southbound cargo with those developments already 
on schedule, which is bound to alleviate the economic position of al- 
most any water carrier active in that area. 

The area itself, let us mention that fact, too, must, since it depends 
on freight traffic, must be assured that this hurdle which we are faced 
with today in the field of passenger service will not spread later on 
into the freight service. 

How do we know, gentlemen, that a year from now or 2 years from 
now, without assessing blame, without knowing ahead of time who 
is to be at fault, we will not be confronted with the same situation 
concerning freight, because if the freight situation is profitable, then 
why are not passenger losses offset that way ? 

If it is not profitable, and may continue to be increasingly unprofit- 
able, then the danger might be extremely serious to the economic 
existence of Alaska, and might block complete sly the deve ‘lopme nt of 
the Territory. 

Also, perhaps, it might be proper to mention that the area itself 
and this fact is much too often forgotten—is of key strategic im 
portance. Nome is 6 minutes away from Russia. Anchorage, 
Alaska, 20 minutes’ air warning. Ships are necessary not only for 
the movement of troops but also in case of evacuation which might be- 
come necessary. Alaska is a natural beachhead for an enemy; it is a 
place from which the enemy can threaten the existence of the North 
west, the Middle West, and many of the parts of the Northwest, o 
rather, many other parts of the country. 

It is true vn n we talk about those figures, nem, they might 
appear small by standards used in the United States, but the Terri 
tory is new, the Territory is young, and I would say perhaps in meta- 
phor that at times taking a glass of milk away from a « hild is equal 
to taking three square meals away from a grownup person. That is 
wey the importance of Alaska, the importance of shipping to Alaska, 

low-cost shipping to Alaska . cannot be underestimated, whether 
we look at it from a national Solin of view, a Territorial point of 
view, or international point of view. 

Now, gentlemen, I feel that I have much more than exhausted my 
time, and it is my very sincere hope that these few remarks might 
have been of some help i in solving this very thorny problem. 

Thank you very much. 
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(The following was furnished for insertion. ) 


ALASKA DEVELOPMENT Boarp, 
Juneau, Alaska, October 1, 1954 





Hi Hor C, TOLLerson, 
Che man, House Merchant Marine and Fisheries Committee, 
senjamin Franklin Hotel, Seattle, Wash 

DD Mr. TOLLEFSON: The Alaska Development Board is an official agency of 
the Territory whose purpose is devoted to the establishment of new industries 
nd ¢ i of existing industries, businesses, and vocations in Alaska It was 
estab ed under t laws of Alaska and operates under authority of chapter 25, 
Ses La f Alaska 1945. Pursuant to that authority and at the request of 
the Governor of Alaska, the Alaska Development Board wishes to make the 
following statement for the record in the hearings being conducted by the Hon- 


orable Thor M. Tollefson, chairman of the House Merchant Marine and Fisheries 




















Te nation of passenger service to Alaska by the only American passenger 
carrier erating in Alaskan waters will be a severe blow to the economy of the 
rer I During the year 1953 Alaska Steamship Co. had 66 passenger sailings 
from Seattle and carried a total f 9,614 persons to the Territory and &8,S99 per 

the Territory ligures compiled by this office, based on information 

submitted by all carriers, show that Alaska Steamship Co. carried more than 50 
per f ill ste timer pa ger | i ffi to Alaska The total of all carriers was 
44 During 1955, 244,451 persons entered and left the Territory. Of this 

m [, i roximately 14 percent were carried by steamship 

Passenger vessels of the A ka Steamship Co. called at all of Alaska’s major 
port d it estimated | he coi y that in the of Juneau alone, 600 
pers er week visited the « from their vessels ng the tourist season 
\ is studies |] een made to evaluate the tourist dustry, and it is esti 

by Alaska Visitor’s Associat hat the tourist business in Alaska in 1953 
imounted to more than S89 millio Chere is no accurate way of determining 
! . tourist spends in each town, but it has been estimated that average 
expenditures are at least $10 per tourist We have no accurate way of gaging 

( bility of the figures concerning tourists, but do know that they contribute 
I he prosperity of every town that they visi 

We ki Alaska Railroad has a vital interest in the passenger steam 

p sel t special boat trains are dispatched from Anchorage to meet 
each p nzer vessel to afford transportation to tourists visiting the interior 
of Alask: The gross passenger revenues of the Alaska Railroad in were 
$1,640 » and estimates of total passenger revenues for 1954 are $1,123,000 
iccording to the Bureau of Budget. The Budget report shows gross revenues 
of the Mount McKinley National Park Hotel in 1953 amounted to $703,993. We 
are certa that a substantial portion of the passenger revenues of the Alaska 
Railroad can be attributed directly to steamer passenger service, and we are 
eq certain that total revenues of the hotel at Mount McKinley Park are 

substantia 1 ints persons traveling to Alaska on Alaska 
Steamship vessels In view of these facts, it appears that the Department of 
the Interior and its agencies, including the Alaska Railroad and the National 


Park Service, must be vitally concerned with the continued operation of pas 


I 
4 c . } to westward Alaska 














| tudving the economic impact of the discontinuance of passenger service, we 
I give consideration to the number of persons employed by the Alaska 
tailroad and the National Park Service in taking care of visitors to Alaska 
ho « e by boat It uld also be pointed out that employment is given to 
g ‘ orkers at every port of call in Alaska; that the towns of Valdez and 
Sewal ire not on direct airline routes t the United States and are hence 
dependent upon steamer passenger service This also holds true to a 
lesser extent for Cordova, which is a flag stop of one of the regular certificated 
irline It therefore appears that the Department of the Interior has a direct 
erest ll Alaska passenger service We believe that these facts demonstra 
! loss of American passenger service to Alaska would adversely affect the 
é mv of the entire Territory } 
assenger service to Alaska ill also materially affect operation of the 
port of Seattle and will have adverse effects on the city itself. Officials from the 
I eatt and the Seattle Chamber of Commerce wi ndoubtedly tell the 
e¢ he importa t] phase of the \ Ka t de to the tow oO 
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In considering solutions to the problem posed by the termination of Alaska 
Steamship passenger service, we are immediately confronted by the fact that 
the Department of Defense utilizes the Military Sea Transport Service in direct 
competition with the Alaska Steamship Co. to carry military personnel and their 
dependents to and from Alaska. In 1951 MSTS carried 1,905 persons from 
Alaska and 1,486 to Alaska. In 1952 MSTS carried 4,701 from Alaska and 
2726 passengers to the Territory. In 1953 MSTS carried 4,619 from Alaska 
and 3,278 persons to the Territory. These figures were obtained from the Bureau 
of the Census. It therefore appears that the Alaska Steamship passenger traffi 
could be increased by 40 percent if MSTS were to cease competition with a private 
carrier. With the number of military personnel stationed in Alaska and thei 
order of rotation, it appears that under present conditions there will be a 
constant turnover of military personnel and their dependents in the Territory 
which could be handled for 9 months out of each year by Alaska Steamship Co 
without any difficulties. 

In view of the fact that the Alaska Steamship Co. was effectively used during 
World War II to carry military personnel to and from Alaska, it seems that it 
would be to the national interest to retain this service so that it could be imme 
diately utilized for the transportation of military personnel during times of 
national emergency. We must emphasize that the Department of Defense has 
contracts with private passenger carriers to transport military personnel and 

eir dependents to other areas in the world and deems it in the best interests 
of the country to maintain a merchant marine which can be utilized for this 
purpose If these facts hold true for other theaters of operation, it is evident 
that it should also hold true for the Territory of Alaska and that every effort 
should be made by the Department of Defense to utilize and encourage a 


pas 
enger transport system to Alaska, To date, however, the Department of Defense 
d the Military Sea Transport Service have been extremely reluctant to utilize 


he services offered by the Alaska Steamship Co., and, in fact, this agency of the 





Government has competed with private enterprise to the marked CGetriment o 
that carrie! it is the opinion of this agency private carriers should be 
fully and completely utilized and that MSTS should serve in an auxiliary capa 

1 supplying transportation to the Territory Che reverse has been true One 


possible solution to the problem confronting the Alaska Steamship Co or one 


which would at t alleviate present conditions, would be for the Department 





Defense to 





ract for the carrying of all of its personnel to and from the 

rerritory by a private carrier 
We are compelled to point out that, under the laws of the United States and 
the policy long established by Congress, it is impossible for the Territory of 
\laska to turn to Canadian carriers for assistance Che Passenger Act of LSS 
pecifically prohibits foreign competition in coastal waters, and our Government 
s in the unique position of prohibiting Canadian enterprises from attempting 
supply us with a service which American carriers, under present circum neces, 


apparently are unable to provide 

Some consideration has been given to shipbuilding subsidies, but we are aga 
confronted with the fact that, under provisions of the United States Maritime Act, 
0 Subsidies are available for companies engaged in coastwise trade 

When we speak of subsidies, we must look at the policy of the Government 











regarding other competitive modes of transportation We find that the Govern 
ment of the United States in assisting air carriers operating to and from Alaska 
d within the Territory have expended huge sums of money to assist these ail 
olpetitors of water transportation. The following formation obtained f1 
the Civil Aeronautics Authority shows that to date capital expenditures on inter 
mediate airfields in the Territory of Alaska amount to 862,605,000, plus $17 
million for international airports at Fairbanks and Anchorage, in additio Oo 
lederal-aid airport grants of $1,785,000, making a total of $81,478,000 in capital 
expenditures alone This does not include the operating cost of these fac es 
or does it include direct airmail subsidies to air carriers whose requit ents 
for fiscal 1955 amount to approximately $7,900,000 While these ge sums have 
been expended by the Federal Government to assist air carriers who are in direct 
ompetition with water carriers, little or no money, except during World War II 
nd for a brief period thereafter, has been expended by the Government f« e 
operation of water carriers or for the capital improveme! of their docking 
facilities in the Territory of Alaska. 
While there is no criticism of the policy of the Governm« concerning 
rriers, it seems pertinent to relate these figures and t« oint out the re 
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of the Government to materially assist waterborne commerce. This failure on 
the part of the Government to assist waterborne carriers has resulted in increas 
ingly high passenger and freight rates to the Territory, while direct subsidies by 
the Government have resulted in decreasing fares and rates by air carriers. 
Water carriers have suffered tremendously by this policy. Important as air com- 
merce is to the Territory, the lifeblood of Alaska is still carried in the ships which 
supply Alaska with its necessities and provide the materals for industry to 
I 


In considering ways in which the present situation might be remedied, the 
House Committee on Merchant Marine and Fisheries will undoubtedly give 
consideration to the establishment of a car-ferry system for southeastern Alaska 
which would result in an integrated land and water system for all of southeastern 
Alaska Perhaps such a system on a joint-venture basis could be economically 
worked out so that provisions could be made for the carrying of passengers to 
railhead areas from southeastern Alaska There is a great question in the 
minds of many whether such a system could be utilized in westward Alaska The 
tary, railroad companies, and private shipping companies are presently inves 
gating the possibilities of establishing sea trains between westward ports and 
the United States or Prince Rupert, British Columbia It appears to us that 
if such a service were inaugurated it could only service the towns of Seward and 
possibly Whittier, if the military permits the utilization of the latter port for 
nonmilitary purposes. This would still leave the other towns of westward 
Alaska without passenger service and it is doubtful whether sea trains would 
provide any passenger accommodations 

Requests will be made that the Alaska Steamship Co. provide limited pas- 
senger accommodations on its freighter service to the Territory. We do not 
believe that such a scheme would satisfy the needs of the Territory. 

In order to secure some kind of passenger service to southeastern Alaska, 
requests will undoubtedly have to be made to the Canadian Pacific Steamship 
Co. to maintain its services to southeastern Alaska. If Canadian Pacific can 
continue wintertime operations of its pussenger vessel Vorah, the residents of 
southeastern Alaska at least would be assured of regular steamer passenger 
service, Again, this solution still leaves the communities of westward Alaska 
now serviced by an American carrier without passenger service. We hope your 
committee will ascertain from the Alaska Steamship Co. the conditions under 
which that company feels it might be able to maintain passenger service to the 
Territory of Alaska on a year-round basis If these conditions are known, the 
problem can be attacked more realistically. Not knowing under what conditions 
the Alaska Steamship Co. can profitably operate, it is extremely difficult to pro 
pose solutions to the problem, and consideration should be given to the possi 
bilities of interesting other carriers in the Alaska trade. Perhaps other carriers 
might feel that they could operate under conditions which the Alaska Steam 
ship Co. could not. 

Under authorities establishing the Department of Commerce, that agency is 
specifically charged with duties of promoting and developing foreign and domestic 
commerce, including shipping and transportation facilities It is sincerely hoped 
that the Department of Commerce, through its many contacts in the shipping 
industry, will not sit idly by while one of the Territory’s vital commercial sery 
ices is being abandoned. We are confident that that Department will participate 
in the solution of this problem and do everything within its authority to assist 
the Territory. 

In summing up, this agency wishes to emphasize as forcefully as possible that 
ubandonment of passenger service to and from Alaska by the only American 
carrier in the trade will deal a severe blow to many phases of Alaska economy. 
It will have a particularly sharp impact on Alaska’s growing tourist industry, 
which means so much to all communities in the Territory. While the effects of 
the tourist industry cannot be accurately measured, we know that they are con 


siderable Possible les 





islative solutions which the committee may wish to recom- 
mend include (a) amendments to the United States Maritime Act, title 46, 
chapter 27, United States Code, so that companies engaged in coastal shipping 
would have construction subsidies available; (0) a direct subsidy on an all-year 
round charter basis or payment of marine insurance by the Maritime Commission 
or a pol ey directive from the committee to the Department of Defense stipulat 
ing that military personnel and their dependents be carried on private ships. If 
these proposals are not satisfactory to the carrier now engaged in this trade. 
efforts must be made to ascertain whether other companies might be interested 
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In considering the overall policy of the Government concerning Alaska trans 
portation, this agency feels that it is impossible for any domestic carrier to par- 
ticipate in the Alaska passenger traffic on an all-year-round basis without assist 
ance from the Government. Inasmuch as the Government already heavily sub 
sidizes air transportation, it is apparent that water transportation cannot sur 
vive on its own revenues as long as this policy exists. We have no quarrel with 
the subsidization of Alaska’s air carriers and know that the tremendous strides 
made by aviation ‘n Alaska could not have been accomplished without this Gov 
ernment aid. We believe, however, that if water commerce to Alaska is to con 
tinne on a reasonable and equitable basis, the Congress of the United States must 
make adequate provision for the assistance of the merchant marine operating in 
territorial waters. 

As we have previously pointed out, steamer service to Alaska has been operat 
ing under diminishing returns, and we do not see how private enterprise can 
increase revenues without material and effective assistance from the Govern 
ment We sincerely hope that the House Merchant Marine and Fisheries Com 
mittee in its report will recommend that the Congress enact appropriate laws 
to establish such a policy and make it immediately effective 

Respectfully, 
ALASKA DEVELOPMENT Boarp, 
AL ANDERSON, Assistant Manage; 


Mr. Totterson. Thank you very much, Dr. Baird. I want to as 
sure you and everybody he ‘re that our consideration of this prob lem 
is not just confined to the verbal testimony or oral testimony that we 
take. ; 

We will study the statements which are submitted and give most 
serious consideration to this whole problem. 

Whether you know it or not, you coined a new phrase—at least it 
is new to me—you coined the phrase “guesstimate,” which is a word 
that is very timely these days, and of course in connection with these 
hearings somewhat timely, too. 

You made it very clear that water transportation to and from 
Alaska is extremely essential. We cannot rely entirely upon other 
forms of transportation; in the final analysis we must have ship trans 


portation to and from Alaska. I think that is clear from your state 
ment. Those are your sentiments ? 
Dr. Barrp. L can give you an example, sir. All of our southeastern 


cities depend for their means of survival on their transportation. In 
‘ase of an emergency, considering their short inventories on which 
hints enterprise operates, with the matter of weeks or months 
at the most, the Territory would be deprived of food and deprived of 
fuel. Either they will starve or they will freeze. We have to have 
transportation—water transportation. 

Another thing, considering the sparsity of the ang eR it is 
a truism that if it is one of the essential elements, it is also the 
means of increasing population. Most of you aie must have 
visited Alsaka, and you know the magnificence of its scenery, but in 
this matter of sparse population, in case of air drop, we may not 
even know of the presence of the enemy when it arrives Alaska. 
This is why any means which facilitates, so to speak, the pope ition 
aspects of Alaska, is important, and in this particular case it means 
dollars and cents, and in this connection the tourist business has also 
to be considered as a means of increasing the population. 

Mr. Torierson. Mr. Allen, do you have any questions / 

Mr. Atten. First, a little personal matter. 

I noticed your sclninmnal to the MSTS as possibly an auxiliary 
service. That prompts me to ask a question as to whether or not 
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n your observation has there — any service that can perform 
carriage of passengers or cargo by the MSTS that could not have 
been performed equally well by a private operator ¢ 

Dr. Barrp. Well, I see no reason why ships would carry troops, 
or as far as ships are concerned, whether they are operated by MSTS 
or by a pr ivate carrier, they still would carry the same tonnages, and 
the same number of passengers. There is no reason why it should 
not be. 

Of course. we are concerned also with an emergency. We would 
want to be sure that those ships are operated in the best interests of 
the United States, and a none of the management or that none 
of their operations, so » speak, might be controlled by influences 
which are not of F cleticai origin. That is why I would not turn 
my thumbs down on MSTS altogether. 

Mr. Auten. Now, before you leave that, just to clear the record, 
hs ave you known of any private American operators that are troubled 
with foreign influences 

Dr. Batrpo. Oh, we Se that this is a problem of the whole west 
coast; don’t we? It is a public fact. 

Mr. Aten. Now, you mentioned something about seatrains and 
possibility of passengers on seatrain types of ships. 

There is always a little suspicion of people who volunteer ideas, 

but I think they have a whole lot more bac keround than the suggestion 

might indicate. 

Are there proposals of which you know that would indieste to you 
that there is a distinct posits or probability of 1 combination 
passenger seatrain, or trailer-type ship operation / 

Dr. Barrp. As far as a passenger seatrain is concerned, no. There 
are possibilities of using car ferries which would carry, let us say, 
trailers, truck trailers, boxcars, freight cars, as well as passenger 
automobiles, and have cafeteria-type accommodations on the upper 
deck as well as staterooms which might be cheaper than the present 
operation. 

Mr. Anuen. Is that something that you have conceived in your 
own mind, or is that something that has been proposed by an operator 

at at least is considering the proposal, if not pre pared to go ahead 

an it? 

_ Barmp. There are no specific offers of such service at this time 


the 


in the Territory of Alaska, but such operations are carried out suc- 
esfully on the Great Lakes, at least, and as far as seatrains are con- 
cerne “dl. Y » have a long, long series of successes on the east coast, all 


the way to Habana and back, and the rolloff and rollon cargo is by 
all means and by any means more economical and more modern than 
the present business of shifting eve rything from the dock to the deck, 
and back. 

So we are confronted today with cost problems and we have to find 
a situation in which we can be at least competitive on the United 
States markets as regards our goods. 

Also we have to be competitive abroad if we are to develop. If our 
cost of transportation is too high, then the growth of the Territory is 
stymied from the very start. That is why we are thinking about more 
modern means of transportation. We have to go on with the times. 
We cannot hang back. 


Citic 
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Mr. Auten. I think you also mentioned that seatrain operation 
might carry from Alaska to British Columbia. 

ls there any reason why once the ships were loaded they could not 
go to any port in the United States on the west coast or possibly other 
wise ¢ 

Dr. Barrp. There is no reason. 

Mr. ALLEN. Rather than to British Columbia / 

Dr. Bairp, There is no reason. There is only one operation of this 
kind at the present time, and that is from Ward Cove by the Ketehi 
kan pulp mill which ships to Prince Rupert. I believe that the differ 
ence there was based primi arily on the cost of operation. That was 
a business compet hive matter. 

Mr. ALLEN. Where does the difference in cost of operation become 
controlling? Is it on the seaborne leg of the transportation, or is it 
a cheapness on the land transportation ? 

Dr. Barro. I have no information on the specific cost breakdown, but 
in this case of the Ketchikan pulp mill, the operation is done in a very 
simple wi ay. It is loaded on boxe ‘ars, and the boxe ars gO out a ferry 
slip and are loaded on the ferry and carried away, and then again to 
our rolloff operation, where they go on the Can: adian rails. 

Where the real difference in cost is, I am not competent to say. It 
would have to be looked into very carefully indeed. 

I believe that the Alaska Steamship Co. executives here would have 
a very good idea of the breakdown of costs which caused the appear 
ance of that operation in Alaskan waters, and that they could assess 
which part of the cost structure actually was responsible for this op 
eration. 

Mr. ALLEN. You also mentioned that the military port of Whittier 
had been constructed and it seemed to me you might have pen 
that the military h: ad deve loped a port superior to Sew: ard and pre 
empted its use, preempted it for their own use without permitting : 
civilian use that would be advantageous to Alaska. 

Is that a correct assumption ¢ 

Dr. Barro. No, I don’t believe that the military would in any way 
oppose any development today which is conducive to the best inter 
ests of Alaska—no, sir. 

Mr. Auuen. Is the port of Whittier open to civilian traveling / 

Dr. Barrp. I don’t believe that it is open at this time. 

Mr. Atten. Would it be advantagous to the economy of Alaska if 
it were open ? 

Dr. Barrp. Not necessarily—not necessarily. 

Mr. Avuen. Is it not a far easier haul to Anchorage via Whittier 
than it is via Seward ? 

Dr. Barrp. Well, there are many opinions in this matter, and it 
looks more complicated than it is, but basically it is not a very serious 
issue. Some issues in Alaska hechans exceedingly serious at times. 
That is one of them. I am pretty sure that the military as well as the 
railroad people would be in a very good position to answer that ques- 
tion. 

Mr. ALLEN. Isthere any railroad into Whittier / 

Dr. Barrp. Yes. 

Mr. Atten. Then you made one reference on page 5 of your state- 
ment as to the possibilities of other carriers in the Alaska trade. Here 
once more I suspect more information than you have divulged. 
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Who else, if any, has offered or indicated an interest / 
Dr. Barrp. There are no specific offers, to my knowledge, at this 
time. Weare basing ourselves on a simple premise that whenever an 


economic vacuum 1S created, under our syste m of priv: ate enterprise 
somebody is voing to step into it. The de ve lopme nt of the Te rritory 
which is pending and which is a matter of a few years—it is very hard 


to exactly put our finger on the exact number of years—but it is not 
a very distant matter; it in itself would create an incentive. 
We are afraid—we have always been afraid of monopolistic situa- 


tions, We would like to see as much competition as possible on the 
water lines, as well as in the air. 
Mr. Auten. Does an overland transportation system, as you can 
envision it, serve all of Alaska, or potentially serve all of Alaska ? 
Dr. ecm Not by any means, i es the only highway today 
Which exists that actually has an economic value immediate ‘ly in trans- 


portation is the Alaska Highway, which goes to F airbanks, and then 
connects with Anchorage and Seward, and also the Haines Cutoff, 
which has alre: ady been mentioned, so that all of the west coast towns 
are canine ly cut off, outside of Haines. 

None of those towns which are in southeastern Alaska are con- 
nected with the mainland. 

Mr. Auten. Except for Fairbanks, it is possible to serve Alaska 
overland except by a transit of the mountainous areas; a crossing of 
the Continental Divide of the Pacific Range, and of the Rocky Moun- 
tain Range / 

Dr. Barro. Only if new roads were to be constructed at a very high 
expense. , 

If the west coast route, the northbound route is built, many of the 
southeastern Alaskan towns may be connected by trunk routes, ex- 
pensive in themselves, with the Alean Highway. But at this particu- 
lar moment they are entire y dependent upon water transportation out- 
side of some items which can be shipped by air, such as vegetables and 
perishable items, and some ake r items which are not really of essence 
in the economic development of the Territory. 

There would still be a shipment of, heavy, bulky equipment. There 
would be a shipment of machinery, a shipment of mining equipment, 
and so forth, which cannot be handled by airlines. 

Mr. ALien. Well, is it a fair generalization to say that as to any 
transport that is to a point within 75 or 100 miles of the Pacific Ocean, 
the heavy lifts of the mass transportation must be by water ? 

Dr. Barrp. T would say that that is a pretty fair statement, a very 
fair statement. 

Mr. Suetiey. I think that Mr. Allen touched upon the question 
that I wanted to ask, if the statement about steamship operations im- 
plied that the operators who have been in the business have not fol- 
lowed through the opportunities for service to the extent possible, or 
whether they had not exploited the chances for staying in business 
to the extent possible ? 

Dr. Barrp. Well, sir, in almost anything there is always a place for 
improvement, No service is ever perfect in any case, and I feel that 
the present management of the Alaska Ste amship C o. is very definitely 
interested in improving, in improving their service. That seems to be 
the consensus of opinion. Of course, there are always arguments. 
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I cannot speak in my own name. There are arguments pro or con 
everywhere, especially in Alaska, on almost every issue. But this is 
not what my statement implies. 

Mr. Totterson. Mr. Shyman. 


TESTIMONY OF AL SHYMAN—Resumed 


Mr. Suyman. Mr. Chairman, in connection with one of the ques- 
tions that Mr. Allen asked—lI think that it is important to get this into 
the record; the situation that exists at the present time out of Prince 
Rupert. 

The freight rates from the Middle West to Prince Rupert are ex- 
actly the same as they are from the Middle West to Seattle or any 
other Pacifie coast port. 

Prince Rupert is only 90 miles south of Ketchikan, and that, I think, 
has been the main reason why the bulk of the southbound cargo com- 
ing from the pulp mill at Ward Cove, 7 miles north of Ketchikan, is 
moving over the Canadian National Railroad. 

Now, the people of Prince Rupert realize that there is a possibility 
for them to gather a good portion of the freight business and some 
passenger business in Alaska. In other words, it is quite possible that 
the American railroads and American shipping could lose a great 
amount of business, both passenger and freight. 

The thinking in Prince Rupert is that eventually they will establish 
a general freight service from Prince Rupert as far north as Skagway, 
and that service could very well compete with shipments going on 
rectly from Seattle to points such as Anchorage and Fairbanks, | 
cause those shipments originating at Prince Rupert, having come 
over the Canadian National Railroad, could be transported by boat to 
Haines, and then by truck overland through Haines. 

By the same token, that could be a Wil) i) passengers to find their 
way back and forth from Alaska; those passengers who will not fly. 
Now, what would that mean / 

It means that not only would the American steamship companies 
lose a tremendous amount of business, but the Canadian steamship 
lines and railroad lines would benefit by it. 

I think that that is very important; a very important point. 

Mr. TouLerson. Mr. Shy mah, we are pleased to add that additional 
contribution, and if you wish, you may submit an extended statement 
on that matter for the record. We would appreciate having it. 

Mr. SuHyman. Thank you. 

Mr. SuHeviry. May I ask a question right at this point, Mr. Chair 
man ¢ This question keeps occurring, recurring to my mind, and I 
think that this is just as good a time to as sk it as a little later, 
or privately. 

What is the differential between the rates of wages paid in the 
Alaska steamship service to seagoing personnel, and the wage paid 
to the Canadians in the Canadian operation / 

Can anybody in the room give me some sort of a figure on that? 


TESTIMONY OF MAX WEISBARTH 


Mr. WeispartuH. My name is Maxie Weisbarth. I represent the 
Sailors Union of the Pacific. 
I think it is about 20 percent 
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Mr. SHeiey. Twenty percent ? 

Mr. Weissartu. Yes, sir. 

Mr. SHeviey. Thank you very much, Max. 

Mr. Pe.iy. Dr. Baird, you covered in your testimony—you made 
this statement: 

We hope your committee will ascertain from the Alaska Steamship Co., the 
conditions under which that company feels it might be able to maintain passenger 
service to the Territory of Alaska on a year-around basis. 

For your information, when the word first came out that this serv- 
ice WAS cong to be terminated, | wired Mr. Skinner of the Alaska 
Steamship Co., and in so many words we received a reply that they 
had no conditions to offer for such continuation. They have never 
sought a subsidy, as far as I knew, and they simply threw in the 
sponge. 

Also, I would like to mention for the record, Mr. Chairman, that 
I tried to get help in getting together legislation which would allow 
for a through rate by rail and water in order that the American 
railroads and our steamship lines could in some way meet the com- 
petition of this Canadian service. 

The Legislative Reference Service and the railroads and the other 
groups that I contacted to cet help for such legislation were unable 
to come up with a definite bill which would seem to cover the situation. 
It is done, as I understand, in other types of transportation. 

But I do hope that the committee will give some study to that, 
because I believe that legislation can be drawn which would allow for 
a special rate, through rate, combination rail and ship rate, which 
will keep the American lines for them, this type of business, and not 
see it go toa government, the Canadian Railroad, and lose the business 
for our ports. 

Dr. Batrp. Mr. Chairman, may I corroborate your statement in 
this matter of a through rate. 

This matter of a through rate is of utmost concern to the Alaska 
Development Board. The GSA just lost a case on transcontinental 
freight rates in which we have participated. It seems that in many 
cases of foreign shipments to points east, to Japan, to Hawaii, and so 
forth, our freight rates are at times 100 percent above, because it is 
not considered export trade, and there is a concealed form of subsidiza- 
tion that appears, and many of our commodities could gain a market 
in the United States if the rate structure were just—were established 
exactly on the basis which you have mentioned. 

Mr. Petty. Other forms of transportation have arranged for that 
by a committee which would approve such rates. 

Dr. Barrp. It is only in certain instances that we have secured 
through rates, but it is still a battle to be fought. 

Mr. Auten. If the gentleman will yield, I think it is a little worse 
than you think. 

I recently had occasion to inquire of the Interstate Commerce Com- 
mission as to whether or not they considered the welfare of the Amer- 
ican merchant marine in the fixing of rates, and I was told in the 
letter that I received that they were governed by the Interstate Com- 
merce Commission, and paid no attention to the Merchant Marine Act, 
which says that the Government thought it necessary to foster an 
American merchant marine sufficient to carry the domestic waterborne 


commerce, 





| 


ewe 
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Mr. Pextiy. I would say to my colleague that my experience has been 
the same as yours. 

Mr. Totterson. Well, it appears that there ought to be a joint ses- 
sion of the Interstate and Foreign Commerce Committees and the 
Merchant Marine Committee. 

Are there any further questions of Dr. Baird at this time? 

If not. we thank you again, Dr. Baird, for your contribution, and we 
find it a most valuable one. 

Our next witness was to have been Capt. Charles S$. May of the 
Masters, Mates, and Pilots Association. 


TESTIMONY OF CAPT. CHARLES S. MAY 


Captain May. Mr. Chairman, in the interests of time conservation, 
I just stated that I wished to yield to a local boy, who I am happy to 
have take my time, es I will take you on in San Francisco. 

Mr. Totiterson. Captain May, we appreciate your thoughtfulness 
and your cooperation. I just wanted to say that you represent an 
organization which for a century and a half has been among the most 
ardent supporters of an adequate American merchant marine, and we 
would have been pleased to hear from you, and I hope that you will 
make it a point to submit a statement at any time in the future to our 
er 

Captain May. Thank you. 

Mr. Totierson. Captain May has yielded to Mr. E. N. Altman, 
business manager of the Marine Engineers Beneficial Associ: ation, No. 
38, another organization that thinks highly of maintaining an ade- 
quate American merchant marine, and we are very pleased to have you, 
Mr. E. N. Altman, with us here today. 


TESTIMONY OF E. N. ALTMAN 


Mr. Aurman. My name is E. N. Altman, and I am the business man- 
ager of the Marine Engineers Beneficial Association, No. 38, a local 
labor union, and a member of its national executive committee. 

Speaking in behalf of my own organization, and also in behalf of 
the other labor organizations on the waterfront here, who sail off- 
shore vessels, among which a number of the ships are the Alaska 
Steamship Co. vessels, we, of course, are interested in a very vital part 
of the Alaska trade, with regard to the passenger ships and that 
specifically, of course, deals with the bread-and-butter aspects of this 
thing. That. is the fact that we in the loss of these passenger ships 
will also lose some 300 jobs which we now enjoy aboard these vessels, 
upon which American merchant men are e mployed. 

This is part of a pattern which has developed over the last several 
vears, whereas I am sure all of you know the American merchant 
marine has been going on a downhill trend. 

This, while not integrated with the other reasons, is still neverthe- 
less part of that pattern. We feel in this particular instance that 
something can and should be done about the passenger service to 
Alaska. ‘Tt is a very unusual situation for any section of the world, 
especially the interior of Alaska, to be placed in the position which it 
will be, of being accessible only by air for passenger travel, or for a 
small part by road travel when the roads are open on the highways. 
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If this contemplated rule is allowed to go through without some 
assistance being rendered, or some p ylanning being offered, to find a 
way to continue this service, it is our feeling that not only will the 
people of Alaska suffer, but the very welfare of the country, as has 
been brought out by the preceding witness, may also suffer. 

We do not know, and there is no way of telling, if and when there 
s going to be an emergency situation in the Alaska area. We all 
hope, of course, that that won't arise. but forget times of strife with 
regard to defense measures—what about pestilence, plague, disease, 
and some of the things that have recently he appe ned ¢ 

| believe there was a polio epidemic, inc ipient at least. that started 
up there. Suppose something like that had continued and broadened ¢ 
Ship transportation of supplies, medicines, equipment, transporta- 
tion of | hosp vital cases—these things can be handled in some measure 
by air, but certainly not to the fullest extent. 

We ao not feel, ‘the labor unions do hot feel, that we have for you 
any type of solution which we can lay upon the table and say, “Here 
t is.” Obviously, it narrows itself down to one of several things. 

Fin st. as has been brought out. the MSTS being in clirect competi- 


tion: If it were to be established that the elimination of MSTS were 
© be of sufficient proportions to allow operation of the Alaska ships 
on a profitable or even, as has been stated by Mr. Skinner, on a break- 


even basis, this presents at once an emergency immediate act, which 
could for the time being solve the problem. This could keep the 
hips moving, and in service immediately, without an act and act of 
Congress. 
Now, to dwell on that situation for a moment, it is strange to me 
then and to many of us in the labor movement that the military groups 
should be so reluctant to allow the passenger travel of their dependents 


to be placed in the hands of private operators. The military has done 
many things with regard to transportation t Alaska which are not 


commonly known, but certainly which ania belie this reluctance on 
their part. 

It is only in the past several years that the Army has made arrange- 
ments with private carriers to allow transportation of certain vital 
cargoes and commodities and those not at tariff rates but. under sec- 
tion 22, permitted by Army regulations, which permits these com- 
modities to be carried on a noncompetitive basis. 

In other words, over and above current freight rates, by private 
operators. 

This, in itself, is a form of subsidy, and it indicates faith in private 
- ration. Yet the ‘v feel that in carrying passengers that this must 

‘handled solely by MSTS., and through its own environment. 

This is something, of course. that we disagree with, and we think 
it should be dealt with and looked into on an overall basis. 

With regard to MSTS competition with private operators, I might 
state this, that officials of our organization have been recently con- 
tacted by members of the Hoover Commission, and in discussing cer- 
tain matters with them, it is apparent that a recommendation will 
come out or is about to come out dealing with the fact that MSTS 
should remove itself from being a competitive position with private 
industry. 

This is something that has been going for many years, and actually 
the MSTS, which originally was supposedly in an auxili: ary position 
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where they would carry commodities and handle passengers, when 
private industry was not able to handle them, it is our understanding 
that this is the root of MSTS service; and that has long since gone 
by the board. 

I think that it is clearly established that MSTS is providing service 
that can be very easily provided, and very adequately provided, by 
private operation, 

In the event that MSTS removal from the scene would not be satis 
factory for continuance of passenger service, the other options as 
expressed here include the possibility ot making some arrangements 
with the Department of the Interior. 

This is a view tha‘. is subscribed to by the labor unions. The feel 
ng is that the Department of the Interior has in several manners 
nvolved itself in the steamship business in the past—namely, the 
incident with regard to ships being operated in the Guam area, and 
also, of course, the Bureau of Indian Affairs operating the North Star. 

Whether or not legislation for this is necessary is doubtful. It is 
felt that the Department of the Interior under its authority could 
very easily come to an arrangement, where, as a result of the welfare 
of the interior, they could make immediate provisions for the use and 

charter of ships using civilian crews and handled by any one of a 
group of private operators whom they could select not necessarily on 
il general agency aa there coulc | be some arrangement made 
whereby this could be done until such time as Congress, if necessary, 
could take action. 

There is, of course, the long range view point and t hat is outright 
subsidy. 

To this the labor unions in the area only have one comment to make: 
If a subsidy of outright proportions is required in order to keep pas 
senger sery ice FO0InNg to Alaska, then this should be done, irrespect ive 
of the cost. 

But the position of the o1 reanizations we represent here today is 
specifically this, that immediately we request that some action be taker 
to try and kee p this service 1n oper ition until it can be dealt with on a 
full and complete basis. 

Toward this end it is our feeling that in a situation such as this, in 
a session of this committee with MSTS—and believe me, you gentle 
men have proved very adequate in the past in that regard—inmmediate 
intercession by me mbers of this committee, or a recommendation from 
this committee could cert: Linky get MSTS in L pos ition of opening the 
cliscussion, openly discussing the question ad perhaps making some 
moves to really pl: ice their passenger tr: insporti ition aboard these pl 

ate passenger ships. 

If this could be done immediately, we would get things at least on 
a continuing basis, and it would give us a little time to completely 
look over the situation and obtain some of the statistics by which this 
learing today indicates or has established as neces ary. 

Now, if something is not done, we have found in the past that where 
an operation once ceases, even if if is only ostensibly for a month or 

months, if the oper ition stops moving, if it goes out of operation 
for a period of time, it is infinitely harder to get the service again 
coing. Obstructions seem to spring up all over the place. 

We have found that where operations are assisted and are kept 
moving, even on a very small basis, that this leaves the seed for the 
operation to open up and flower again. 
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We also feel this, that particular section of the pattern which was 
developed here today with regard to the passenger ships is important 
in this respect : It fits into a segment of things and happenings that of 
late have been of great concern to the merchant marine unions. 

It has been stated here that if we do not provide American service, 
American-flag ship service to Alaska, much of this can and will go 
over into Canadian-flag ships or perhaps other foreign flagships. This 
is part of a pattern which has been increasingly disturbing to the labor 
unions of the United States. 

If we are going to force our last remaining passenger operation to 
Alaska into foreign hands, as it were, even though it may be the hands 
of our Canadian brothers, nevertheless, they are not American in the 
sense of being United States. 

If this is to be done, it fits into a pattern which lately has had some 
publicity, and that is with regard to the transfer of ships. Here it 
seems that we are going to transfer passengers perhaps by reason 
either of negligence or failure to do something into foreign ships. 
And in the past months and years there have been consistent efforts to 
transfer American-flag ships and American cargoes into foreign 
bottoms. 

This has recently come to a head whereby demonstrations in the 
Seattle area—which I might add, incidentally, are spreading around 
the country as it has also broken out in Norfolk and in New York— 
where the seamen are protesting the transfer of American ships to 
foreign flags. 

This is a very vital part of the welfare of the country, we feel, and 
this Alaska thing may, in its own way, fit itself into this pattern. 

Recently we discussed this problem, the labor union representatives 
did, with Mr. Rothchild, the Maritime Administrator. 

And I think that I am being charitable in the report which has been 
given to me, in stating that Mr. Rothchild is somewhat evasive in his 
replies as to why the transfer of American ships to foreign flags was 
continuing. 

He indicated at one point, when questioned with regard to this 
committee, that he felt that he had the tacit consent of this committee 
before which I am appearing today, in that, as he stated, they knew 
that the transfers were about to take place, and had offered no specific 
objections. 

To my knowledge I believe that Mr. Tollefson here not too far back 
requested that action on the transfers be withheld until your committee 
had had time to study the matter. 

Mr. Toiterson. That is correct. 

Mr. Aurman. It is also a matter of record that the Senate Interstate 
and Foreign Commerce Committee also recommended that no action be 
taken on transfers until much further thought and study had been 
given; yet we find ourselves in the position now where 120—previously 
it was 80—the new total now is 120—American-flag ships are lined up 
and requesting transfer to foreign flags. 

Of that number we are advised that some 33 have been approved. 

To briefly go into that for a moment, the requirement is that for 
every operator who has 2 American-flag ships laid up, he may transfer 
1 toa foreign flag. 

This means, in effect, that with 120 applications there are 240 Amer- 
ican ships presently laid up, and apparently mainly for the purpose 
of getting transfers to foreign flags of this 120. 
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This is a dangerous situation for many reasons, many of which are 
known to you gentlemen. 

The fact that while our ships supposedly remain in the control of 
American citizens, yet they are going under foreign flags. Our crews, 
who are screened and thoroughly investigated be fore they can man 
American ships, are removed, T hey are replaced by Greek, seed an 
crews of varying nationalities, who are flown in from all over the 
world, who take the ships out carrying American cargoes at American 
rates, American tariffs, American cargo rates, that is, and yet they 
are paying wages which in many cases amount to 10 percent and 12 
percent of the wages paid American seamen. 

We feel that the placing of these ships in foreign hands, whether 
they be friendly at this point or not, is dangerous. 

We feel ~ at it is also dangerous from the standpoint that we have 
given away or transferred or sold to foreign flags more than 8 or 9 
times as uae ships as we have built in the United States since the 
war. 

We are decreasing everything, including our reserve fleet, and these 
ships that are being transferred, incidentally, at this point, are not 
ships that have been taken out of lay-ups. 

These ships are ones that have been operating as long as 4 and 
weeks ago under the American flag with American crews that have 
been docked and the men have been taken off, and they have not had 
the good grace to even change the names on some of them. They have 
simply removed Baltimore as a home port, and put down Honduras, 
or Panama City. 

All of these things are of concern to us, and we think they are of 
concern to this committee. 

We think that while not fully and directly, nevertheless indirectly, 
the Alaska passenger ship pattern fits into this scheme of things. It 
is felt that the action by the Maritime Administrator in turning these 
ships over to the foreign flags, and in the event that there is nothing 
done about the passenger service to Alaska and it is allowed to go by 
the board, we feel that these things all join together in pointing up 
that there is some move or some set of circumstances coming about 
which are bringing about the destruction of the American merchant 
marine. 

This certainly is not to the welfare of this country. 

I and many others who were out during the war in merchant marine 
ships, and who sailed prior to the war, remember only too well what 
happened when we were looking for passenger ships at the beginning 
of the war to carry troops. 

When we were putting into service every piece of scrap iron that 
had a bottom to it to carry supplies; when we begged, borrowed, and 
in many cases impounded ships from all over the world in order to 
move the supplies and the men and material vital to the welfare of 
this country and its defense. 

Those things are not too far behind us; and if we completely run 
our American merchant marine downhill, deprive it of its ships, and 
remove its pasesnger ships, and stop the vital services now performed, 
in this case by the Alaska Steamship Co. to Alaska, if these things 
are allowed to go on and nothing is done about them, I certainly 
think that we are acting toward the disservice of this country and 
the people he are represented by the Congressmen here, and the 








122 WEST COAST MARITIME INDUSTRIES SURVEY 


people that are represented by myself, and the other union officials 
as well as union people in the country at large. 

Thank you, gentlemen. 

Mr. Totuerson. Well, if you will write my next speech for me, I 
would appreciate it very much. I would like to make that one on 
the floor of the House. 

May I say to you, sir, that we are most happy that you are here. 
We appreciate the statement that you have made, which has been 
most t mely, and most to the point, 

I want to say to you that if the legislation that Congress enacts 
with respect to maritime matters was left to this committee, we would 
not have the problems that face us today. 

You are talking toa group In Congress which is most sympathetic 
and understanding as far as maritime problems are concerned. There 
just | ippens to be a lot of other Members of Congress who do not 
even live in seaports, and I daresay that some of them don’t even 
know what a ship looks like, and that has been our problem. 

What is happening today has happened before in our history. 

a. W iile our committee, perhaps, is the most critical in Con- 


gress of MSTS operations, we understand the reason for MSTS 
acty ty ind we must—I, ror one, at least, and | am certain that 
other members feel the same way—we must give the military, or, 


to put it this way, we must understand the problem that confronts 
the military. 

Whe World War I broke out we did not have the ships to carry 
our men and material to the fronts. When World War I] broke out 
we had the same situation. The military is determined, in the inter- 
est of the national defense, that they are not cong to be cauoht 
short again, so they are building up an MSTS operation, and as I 
said at the outset, we appreciate the hecessity for a nucleus MSTS 
fleet. 

The thing that concerns us is that it might grow so large that it 
would displace all commercial and private ship operations, and when 
that time comes your union just will go by the board, when we have a 


total governmental operation. I am satisfied that that is not going 
to be healthy for us. I av that because we have been eriteizing 
the MSTS a little bit. There is some desirability, there is some 
justiheation fo. their desire in | ving a nucleus fleet. As l sav. we 
don’t want it to grow so large that they displace private enterprise. 


Mr. Arrman. We understand that it operates some 283 vessels at 
this point. 

Mr. Totuerson. We have a very complete record, taken this year. 
We lope that Maybe as a res ult of the hearings that we had that 
we might do something about it, and I am not here speaking in defense 
of it: | juSt Wal ted toexpla nthat bac koround. 

But vou have emphasized a thing that has been bothering this com- 
mittee now for some years, and especially this year. This year we 
made some headway. We did convince Congress in a measure of the 
importance of the American merchant marine, and as a consequence 
the committee was able to get congressional approval of the biggest 
peacetime maritime program in the history of the United States. 

We do have, not only as you have indicated, this Alaska problem, 
but a overall problem. You mentioned this transfer of ships to 
foreign. Under the law the Administrator has the authority to trans- 
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fer ships foreign, and the only way that we can stop him—I do not 
mean to put it that way—the only way that we can change that picture 
is to change the law. 

We have written through their chairman a letter, two letters, as a 
matter of fact, to the Maritime Administration, asking that there be 
made no wholesale transfer of ships foreign until we get a chance to 
look into it. 

We intended to do it this year, but this other program took up all 
of our time, and we intend to get at it the first of the year 1955. It is, as 
you say, a part of the whole problem. 

[ am very pleased that you are here to give emphasis to the fact that 
we have a genuine problem in connection with our American merchant 
marine, 

Mr. Atuen. I might say, Mr. Altman, that you are a marine engi- 
neer in your own right, I take it / 

Mr. Arrman. Yes, sir, I am. 

Mr. ALLEN. And you have worked at the trade? 

Mr. Atrman. Yes. 

Mr. Aw EN. Do you have in the operation of the MSTS some of the 
members of your union, or at least ex-members of the union / 

Mr. Aurman. We have a large number of active members who are 
manning these ships at the present time; yes. 

Mr. Auten. I take it, then, that the comments you have on MSTS 
are not coming out of in any degree of condition where you lose mem- 
bers or lose jobs if MSTSruns¢ There are still some of your own peo- 
ple working in either event, whether it is private or MSTS operations 

Mr. Atrman. That is correct. 

We have some 90 percent of the engineers in this area operating 
MSTS ships out of the port of Seattle. That is not true, however, 
throughout the rest of the manning of these vessels. 

Mr. Auten. So from your viewpoint, then, you know both the 
MSTS and the private operation with regard to the carriage of milt- 
tary cargoes and military personnel ? 

Mr. Arran. Reasonab ly well, from an outsider’s viewpoint. 

Mr. Atuen. And your opinion, I take it, is that the private opera 
tions can do the work that is being done in this area with equal facility 
as the military operation ? 

Mr, Aurman. Without question. 

Mr. AuLen. In your operations around here, do you furnish the 
engineers for all of the operators that run the American-flag services 
to Al: iska 7 ¢ 

Mr. Arman. With rare exceptions here and there, that is true. 

Mr. Atten. What operators are there that now furnish service 
from Seattle or from the Pacific coast States to Alaska ¢ 

Mr. Aurman. The Alaska Steamship Co. is the largest operator. 
The Coastwise Steamship Co. operates on the Pacific coast and into 
Seattle and into 1 or 2 major points in Alaska. 

I might add that the only outfit—and I am not being partisan now— 
that does service the whole of Alaska at this stage, seawise, is the 
Alaska Steamship Co. They have service to individual ports and 
selected ports. 

We have a small operation of the Berger Transportation Co, that 
operates into several ports in Alaska. 
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Mr. Auten. Do they operate ships or barges—ships, or tugs and 
barges 

Mr. Aurman. No, this particular operation operates one small boat. 
Previously it was on the mail run. 

There is also a tug and barge line. However, this organization is 
not a competitive group; they are the group that I referred to be fore 
who are dealing principally in military cargoes under section 22, al- 
th sit they have established tariffs, and they are not competitive in 
the sense that they carry competitive cargo on the open market. They 

ire more expensive, in other words, than steamships. 

Mr. Auten. And other than MSTS, those are the principal 
operators ¢ 

Mr. Atrman. That is correct. 

Mr. Auten. Now, if it is a fair question, do you know of any opera- 
tions in prospect, possibly different in some degree from the historic 
operations that are being considered by any operator ? 

Mr. Arrman. None other than those currently in the field, and that 
only with regard to the seatrain proposals which have been discussed 
here previously. 

We understand that there are some outside interests, not local, who 

re looking at the picture, but who have made no concrete moves at 
this stage of the game to come in and set anything out on the table ¢ 
a completed project which they want to put into effect. 

Mr. Auten. Well, is it a fair statement, then, to your knowledge, 
that as private industry goes out of operation, the only prospect of 
filling the void, immediate prospect, is a Government operation ¢ 

Mr. Aurman. Well, I would not necessarily say that. I think that 
that is not an overall evaluation which would apply in this case. 

I think that the same elements that are placing the Alaska Steam- 
ship Co. in a position of abandoning its passenger service would be 
present in almost any other private venture; and I would also say 
that the Government necessarily would not fill in now if some adjust- 
ment could be made along the line of reallocating the passengers now 
carried by MSTS. 

If that element were not injected, and nothing was done along that 
line, then I would say that in this particular instance the Government 
intervention in the form of a subsidy or taking over the operation 
might be required. 

Mr. Aviten. Would you be of the opinion that the Alaska Steamship 
Co., with its present ships, could maintain a passenger service for a 
long period, or is it necessary to configurate new ships to the future 
trade of Alaska, both passenger, r ailroad cars, and trailer and general 
cargo, so that the trade can continue with a more—with a ship more 
designed to the service ? 

Mr. Arrman. Well, I would say, just like we all realize, that nothing 
goes on forever, including the prese nt ships. They are along in years, 
and sometime in the future it is in prospect that if they continue in 
service they may have to be renewed, and undoubtedly at the time that 
they are replaced, some thought should and undoubtedly would be 
given to modernization, so that they can adequately hé andle as well as 
passengers cargo in a different way or in a different manner than it is 
handled now, because that would be toward the more efficient operation. 

It is my understanding that that is what is in mind, with the one 
exception, however, that unless there is some assurance that there will 
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be passenger’ trade of substantial nature, that perhaps the passenger 
element would be played down in the design of a new ship. 

Mr, Auuen. Have you sailed in the Alaskan trade? 

Mr. Aurman. No, not in the Alaskan trade myself. 

Mr. Atiten. How recently have you sailed ? 

Mr. Aurman. My last ship was 1946. That was the last time that 1 
Was at sea 

Mr. Suetiey. Mine was 1945. 

I would like to ask this one question. 

You mentioned, Mr. Altman, that about 90 percent of the engineers 
sailing with MSTS are your members. 

In the light of that statement and the experience, do you and your 
organization have any preference along this line, that you would 
prefer your members to be sailing on a civil-service status end taking 
the situation that Congress and the administrative agencies set up, 
even though it was satisfactory, or sailing under the employ of private 
operators under terms and conditions that you would take your 
chance on working out with the private operators ? 

Mr. Aurman. I think it is very clearly a matter of record in our 
organization and from our members who are employed on MSTS 

vessels that they have a preference, and that very definitely is in the 
direction of sailing for private operators on privately owned vessels, 
in preference to sailing under civil service and aboard vessels operated 
by MSTS 

Mr. Suetitry. So even though at times you might have arguments 
between yourselves as to the terms and conditions under which you 
are employed, you subscribe to the private enterprise theory, and you 
will take your chances on that type of program ? 

Mr. Arrman. Very definitely, and I might add this point, that the 
reason that 90 percent of the people in these ships remain members of 
our organization is simply a voluntary affair, because they all feel and 
hope that some day these ships will be back in private operation, and 
they would like to sail on those vessels under private operation. 

Mr. Suentiey. Well, then, would you say that the expansion of a 
Government operation of this type in competition with existing pri 
vate operators is a subtle socialization by the military of American 
industry ? 

Mr. Arrman. Well, I think that that is not an unfair evaiuation at 
all, because actually, with the expansion of this whole affair, we can 
somewhere along the road find ourselves in the position where the 
majority of the ships, and perhaps eventually all of them, would be 
operating under this quasi-military status, which would mean that 
therefore the state had taken over the operat ion of these ships. 

Mr. Sueiiey. Well, I am glad that you agree with that statement, 
because that is what I have been saying for 3 years, that if we don’t 
call attention to it, we will find the entire merchant marine industry 
socialized—not by the workers and not by any outside elements, but 
by the military of the country, and I don’t think that either th pri 
vate investors or the workers in the American seene want that 
situation, 

Mr. Arrman. Well, at this point if I may just add this—I do not 
want to take up too mue h time—but in discussing this with i ny of 
our own people, they begin to feel that the statement made by Con 
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oress in Shelley is a truism on one side, that we may find ourselves 
L Sor ilized and state controlled merehant marine, or, on the other 
hand, that we may find ourselves with very little of anything left if 
transfer situation keeps up. It is kind of “between the devil 
nada the dee p blue sea.” and t] ey look with a great deal of disturbance 
toward our friends to the north, who have allowed their merchant 
narine to disintegrate so much so to the extent that they have had 
to find time and money to now institute a rehabilitation program so 
they could reeducate seamen who no lo ver Can sail on ships to 

ro into other industries. 

I hope that we never see cae situation here. 

Mr. Magnuson. Mr. irman, and Mr. Altman, I happened to be 
the city of cena flan Chairman Roth hild of the Maritime 
Administration was through le t week, and I was unable to see him, 
iltho Gg I previously had t elegraphed fil ask ng him to withhold 
approy il of the mass tral sfer of American-flag vessels to foreign 


Did your union representatives get any reassurance or a gram ot 
comfort out of the chairman at all ? 


Mr. Avrman. I was unfortunately not abl to be present, being out 


oft the city. but | have been adv ised by represel tatives of my oO! roup 
ind the other groups, and also I believe the statement was contained 


e newspapers, that in the opinion of the unions Mr. Rothehild 

as as “sly as a fox,” and gave no comfort. I am forced to say also 
ho formation, either vood or bad. 

The only thing we have learned since dis ssions with Mr. Roth- 

( ld was that some of the figures that he had given o1 casually men 

tioned with reward to the number of vessels being transferred, or about 

to be ti 1] sferred, were minimum houres wh ‘h have already at this 


time—which is only a few days later—been exceeded, and that the 
transfer program, as far as we are able to determine, is still going on 
ind has not stopped. (nd we fee] that 1 vel tleman in the position 
of Mr. Rothe! ild. with the authority that he has as Administrator. 

ymewhere along the line should be required to give some explanation 
to the men whose jobs are being lost and to the people at large who 
have paid taxes to build these ships, as to why they are going out, 
ind we do not feel at this point that we have had adequate reply from 
Mr. Rothehild in any regard in this matter. 

We feel there should be an accounting, and that some reason should 
be advanced other than the fact that, “Well, we just don’t want to 
see some of these peop le lose some mone V. 

Mr. Magnuson. Would you think that perhaps the administrative 
agency should not have such wide latitude: that Congress maybe 

hould retain this authority to itself? In other words, be in a position 
to curb these wholesale transfers ? 

Mr. Arrman. Well, I might put it this way, very simply: We are 
able to appear before this committee today, which is a committee 
of Congress, to express our opinion concerning certain matters. We 
did not have that option with Mr. Rothchild during the period when 
he was formulating his policy. I think that that points up the thing 
right there, and that, I believe, is why these matters at least should 
not be placed in the hands of an individual or individual agency 
without some control by the people who make our laws and attend 
to the welfare of the country. 
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Mr. Totuerson. You would extend that philosophy to all Govern 
ment operations, and you would not limit it just to the maritime 
policy ? 

Mr. Atrman. I would say this, Congressman Tollefson, without 
or ing into it too deeply, being primarily concerned with the maritime, 
but I would say anything of as major proportions as this particular 
item, and having so much to do with the possible present and future 
welfare of the country, anything of that magnitude, I think, should 
certainly at least be handled through some committee of Congress. 

Mr. Toturron. Well, I think that we all see eye to eye. I just 
wanted to make clear that Congress at times has abdicated some of 
its jul sdiction, and most of us feel that it should not have. 

Mr. Perty. Mr. Chairman, I think that the record should show 
that the Military Sea Transport is not a policymaking organization, 
as Mr. Altman knows. 

\ vear ago I went back to Washington, D. C., after Congress had 
adjourned and interested myself in trving to get them to allocate 
passengers to the Alaska Steamship Co. to keep it voiIng during the 
winter months. At that time Admiral Denebrink told me that he was 
simply in the position of being, of carrying out what the Defense 
Department had told him to do. They told him there would be so 
many passengers to pick uwp—he did not know what type they were, 
but Just by number, and that the problem had to 20 back to the 
Defense Department where policy was set. 

I just state that—I know the members of the committee know it, 
but that others here would recognize that this is not eriticism as to 
policy which was created by the Military Sea Transport itself. I SL 
that for Captain ‘Topper’s benefit, who is sitting here today. 

Mr. Auuen. I think I should say this with reference to Mr. Rot] 
child, and in fairness I will agree he is as “sly as a fox,” and a more 
ra mplimentary way of saying the same thing came before our con 
mittee when an operator said that you don’t get many fast ones by 
him. It depends a little on the attitude. 

I do think that under his administration it is generally conceded, 
whether it is to his credit or not, but the best maritime program of 
recent years has come into being, and I think that he has aided at that 
end; but the principal thing I would like to call your attention to is 
this, that while I deplore the transfer of American-flag ships to for 
eign operations as much as anyone, I do think that the remedy would 
not le in just prohibiting the transfers so far as the keeping of the 
ships runnings, as much as it would lie in creating through con 
gressional action and governmental action if necessary a set of con- 
ditions under which American operators can compete successfully 
with any operators anywhere in the world, so that by their compet 
tive effort and by their ingenuity they could build up their own opera- 
tions as a very valuable incident thereto the number of American jobs 
that they can support. 

I think the answer is not just in prohibiting the transfers and pos- 
sibly the scrapping of the ships that would follow, but it is giving 
them an opportunity to operate with profit under our American 
system. 

Mr. Atrman. Well, if that were to be the aim behind this, and if 
that were to be the problem being studied, and this transfer was 
directed toward that end and we were to be so informed of that, this 
would be a different approach. 








128 WEST COAST MARITIME INDUSTRIES SURVEY 


However, | might point out that that has not been given to us, that 
nformation has not been given to us as being the motive behind this 
transfer. Literally speaking, this transfer, this mass transfer of 120 
hips if completed, it will just about literally destroy almost com- 


pletely any American tramp fleet that we might have hoped to build 


“Mr. Auten. I do not doubt that. 

Mr. ToLLerson. a we could pursue this subject with a lot of 
benefit to all of us. I want to say at his point that our itinerary was 
et before this \l aska thing came up, and we have just stayed this extra 
day to go into the Ateaies abuse and not the other, but [ am very 
ppy that you made your statement here, sir. We appreciate it very, 

We will call Mr. William Boardman, manager of the Ketchikan 
(Chamber of Commerce. 


TESTIMONY OF WILLIAM K. BOARDMAN 


Mr. Boarpman. Mr. Chairman, members of the committee, my name 
s William K. Boardman. I have been manager of the Ketchikan, 
Llaska, Chamber of Commerce for 8 years. 

I might further identify myself by stating that I believe that I am 
the only member of the Alaska Legislature that is 1n attendance at this 
heal o I wanted to get on a common ground with you gentlemen. 
Our election is a week from Tuesday, and I should be up doing what 
gate Bartlett is doing right now. Time is short for our group, 
you have a little more grace than I have in my own particu- 


\ 








: : . ° : 
I have also been asked on behalt oft the chambers of commerce at 


tka, Petersburg, Wrangell, Alaska, to speak for them at this hearing. 
My aed are very brief, indeed. { feel that one of the main 
problems that has venerated this situation is the airline situation, 
Getting back to that, it just creates a pal idox more or less that this 
condition that Mr. Skinner des ribed this morn ] ¢ of the Government 


1 


subsidy situation of airlines and the tremendous developments that 
ave been given to them besides direct operating subsidies in their 
e] nal facilities, the building of international airports to operate 


Alaska, such as in Anchorage and Fairbanks, and those 

I iatters these pe Int up an economic matter that is simply 1m- 
DOSSID e to compete against, fairwise., 

Now, this matter of where a $90 ticket receives $160 in subsidy is 

omething no one can compete against. Weare going to be thrust into 


a situation—these communities that I have told you that I am repre- 
senting, where t here is only one way px ssible t to get out of that country 
and that is by air—our life-insurance “ompanies still a a pre- 


mium for commercial airline pilots. It is considered an additional 
risk to operate in that category, and ; don’t think you, any of you 
gentlemen, would like to live in an area where that is going to be the 
only method that you can look toward for transportation to get in and 
out of your own areas. 

The competition factors of rail and bus are simply nonexistent in 
the panhi andle region of Alaska and the coastal communities. They 
just simply do not exist. This is a thing that the Government has 
done. | think everyone agrees that the building of a strong domestic 
airline system was a desirable development in our country. 
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However, when it has the effect that it has had in this situation, the 
Government and you gentlemen that represent our people in Congress, 
are almost forced to take a look at that thing that has been created 
on one side and the result that it has had in a competing and practically 
he Ipless form of tr: unsport: ition on the other. 

I just leave it with you because it is a thing that we feel, and that 
I personally feel, is the crux of a tremendous part of this situation. 
The passengers that do travel to Alaska during the tourist season are 
primarily elderly and retired people. I have had occasion during my 
many years of residence in Alaska to observe this, and your younger 
generation seems not to have the wherewithal and the savings to take 
that trip. 

[ believe it can be fairly stated that the big bulk of those people 
are either retired people or quite elderly, and without this operation 
of this passenger service I think that you would lose that trade to 
Alaska completely. They simply are not the type of people that 
would take an air tour to our country. 

It is probably a situation that cannot be helped, but nevertheless 
our own legislative efforts to build this Alaska Visitors Association, 
which is supported by S2 of territorially appropriated money to Sl 
subscribed by private industry in the ‘Territory—the effectiveness of 
that thing would be largely lost, because the people that they have 
been bringing up in these ships would be gone forever from our market 
as . result of those passenger ships being removed. 

I don’t think that there is any question about that. Those are the 
types of people that go to Banff and Lake Louise or some other place 
where they could travel in a way of their own choosing. 

I have had considerable opportunity to study what has gone on in 
British Columbia. We are next-door ne ‘ighbors to them there, and 
our latest knowledge was that there were 16 passenger ships plying the 
British Columbia coastline. Those are operated by the Canadian 
National and the Canadian Pacific and the Union Steamships, Ltd. 

I know that it has often been said that the Canadian National is run 
by the Canadian Government and the Canadian Pacific runs the Cana 
dian Government, so you are really in a situation there of tremendous 
government influence in their shipping picture. 

Now, other than Vancouver, British Columbia, the area served by 
these ships is ve ry similar to our coastal communities of Ala ska. 
Prince Rupert is the only other town of any size along the route, and 
it has a population of about 10,000 people, not too far removed from 
Ketchikan and Juneau, down in the panhandle of Alaska. 

It just seems to me that the disappearance of the passenger service 
afforded heretofore is a terrific blow to Alaska in every respect. We 
are against it. The people I have told you that I am representing 
do not want to see it happen. We appeal to your committee to come 
up with whatever solution after your deliberations that you can, and 
I personally recommend as an interim thing the suggestion of Con- 
gressman Pelly, that this thing immediately go into the hands of the 
Department of the Interior through the Alaska Railroad as a stopgap 
solution for the time being. 

Thank you for your attention. 

Mr. Totuerson. We want to thank you, very much, Mr. Boardman, 
for your comments and for your suggestions. 
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I assure you the committee will certainly give every serious consid- 
eration to it. 

At this time we will eall upon Mr. John Croul, manager of the 
Anchorage Chamber of Commerce, and representing the Alaska 
(Chamber of Commerce. 


TESTIMONY OF JOHN CROUI 


Mii UL. Mi Tollef 1 ana members of the committee, I do not 
eve there is any community in all of Alaska that does not want to 
reams p continue 
w in Anchorage. Alaska, the day that it was announced, we 
vere meeting with Secretary Mckay, and we put very strong empha 
no his assista e ma ely h Keeping the thing rolling. 
We feel that it is very, very important at the present time, because 
( 10 weare In an economic transition neriod.,. partie ularly ln west 
\ ca We have seen ip ropriat ons it 60 percent in the last 
veal ind the future appropriations for the next year are cut over 
We are con o” away down. Defense construction is 
’ olf. We need stopgay measures in oul economy to assure us 
rs yt live on in the ruture 
| tourist business is of vital importance to us. We have seen it 
{ last 2 or 3 vears grow almost 25 percent, and we feel that taking 
off passenger ships right now would deal it a crippling blow. It 
cut it probably right in half. 


\\ ire interested 1n the comments brought up here about the MSTS, 





d like to see the MSTS taken out of business in Alaska. 
We made a sti cy of Government competition in the T rritory, and 
reel I ib it Ss tne OSt seriou bus ess problem that we have 

2 I 
I was trying to make a list the other day of all the things that the 
G nent was not competing with us in, and I could not think of 


[ am surprised that somebody has not said today the amount of 

traffic that the MSTS handles, going in and out of Alaska. They 
andle more air traffic than the se ond largest States-Alaska carrier. 
Phe Fish and Wildlife Service has an airfleet, too, of 42 twin-engine 


urcratt. Che CA \ has large vir raft. Phey have more DC 3’s than 


the largest carrier, aircraft carrier, right inside Alaska. 
We are faced with problems in our ports, the military running the 
port ¢ f Anchor ive, Tor | tance, The port of Whittier has been a 
tinuing problem for the rail belt 
Li" +1 ] ] ] 


We think that we would The to see somethin o worked out where 
the MSTS could make some arrangement with the Alaska Steamship 


Co. to allow them to continue We haven’t come up with any firm 
answer on the subsidy thing. We are not too much in favor of that. 
The idea of a charter through the Alaska Railroad would be good. 
However, we would not want to see the Alaska Railroad end up by 
actually manning those ships. ; 


[ do not have a prepared statement. I don’t believe I have much 


nore that can be added th il ha not already been said today. Sut we 
do appreciate the very good work of your committee, and the effort 
that you are making to continue our steamship service in Alaska. 
Thank you. 


) 
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Mr. Toutterson. Mr. Croul, we appreciate your coming down, and 

L will say the same for all of you Alaska people who have come here. 

I only regret that we did not run up to Alaska. We did not have the 

time. I am sorry that we do not have more time here so that we could 

have a more full discussion, but I want to assure all of you that we 

' are ce rtainly se riously going to consider the shipping service to Alaska, 
Thank you very much, Mr. Croul. 

Next we have Gen. John R. Noyes, representative, Juneau Cham- 

her of Commerce. 





TESTIMONY OF GEN. JOHN R. NOYES 
General Noyt S. Mr. ( ‘hairman and members of the committee, ladies 
? and vent le men, I do not have a} repared statement, and lw il] be brief. 

I live in Juneau, a small COMMMUNICY of 8.000 peo le, situated in 
southeastern Alaska, Juneau does happen to be the capital of Alaska. 
Any community of 8,000 people entirely dependent upon air service 
for Its passenger transportation Is Wm a precarious position, That is 
practically the position in which Juneau tinds itself today. 

Although it is not an island, Juneau is not connected with the 
Alaska Highway. It is not served by the Alaska Highway nor can it 
be so connected except at a Pp rohibitive cost. That, of course, is true 
of many other communities in southeastern Alaska, and some in west- 
ern Alaska 

might explain right here why the highway situation is as bad 
as it is. I was commissioner of highways for 3 years. The Alaska 
Highway goes inside of the mountains and it has to cross the moun- 
tains to get to the coast, as has already been brought out. It does 
reach the coast at one point in southeastern Alaska, about 90 miles 
from Juneau, but it has to cross that mountain range to get there. 

The road is only kept open about 5 months in the year. When you 
do get to Haines, you have to travel 90 miles on an old LOT, and 
those of you who are familiar with that type of craft know that 
is no (Auer n Mary. 

The fact that the road is closed during the months of the winter 
puts 1t out of business during the winter. and when | vel back to 


Juneau I will no longer be able to take my car out of Juneau wit 
ne by any means whatsoever from then until the following Ist of 
June. So that is the way the situation is, and that is equally true 
othe parts of southeastern Alaska. 

° Any community that finds any one of its most important industries 
seriously threatened is in a very bad situation, too. That is the situa- 
tion in which Juneau finds itself today. Through the threatened cur 
tailment of the tourist industry due to the loss of steamship service that 
has come about. 

When such a community is also the capit il of aaa ‘vy. the 
situation is really unprecedented. The teoablen of. shipping in 
dustry in Alaska are of long standing, and it is not my ‘oun to go 
into them here. They have all been covered rather fully already. 

I would like to pose one question, though, that has been bothe ring 
me. Can the Alaska Steamship Co. operate at a profit with full ships 


or is it in a position where it cannot operate at a profit even with 


full ships? 
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Juneau needs passenger service by water. It needs it for the main- 
tenance of the tourist industry, and it needs it for its own people. I 
might say that when I came to Juneau 28 years ago the first time, 
the arrival of a ship in Juneau was a great event. You would hear 
the whistle out in the bay, and everybody would go down to the dock 
to see it come in. Everything we got and everybody that we saw 

ime to Juneau by water. 

Since then the condition has been completely changed. I have been 
ily about 8 years out of the last 28 years, and in recent 
ears the only oceasion that I have seen similar to the old days in 
e shipping industry was when Adlai Stevenson arrived in Juneau 
last summer. He came ona Canadian boat. | Laughter. | 
On the other hand, nowadays one comes and goes by airplane. I 
ive Ol heel n or out of Jun “au. i think, once in the last 5 vears 
by water. I used to know all of the s kippers and the pursers. Now I 
know mainly the stewardesse and some of the pilots. | Laughter. | 


a 
1 


Kil O] 


Phe vorld changes. and that is the wav it changes. 
But on some stormy winter day I know you gentlemen would not 
} 


ke to feel that the only wavy that you could get to the capital of 
Alaska, if necessary, would be by a major journey by aircraft; and if 
you were there, [ do not think that you would like to be held up for 
per] aps as long as 4 day $. try ing to get out, as I have actually been, 
bv the weather. 

Of course. sometimes the weather stops boats. too. but they stop 
the ; 

Now, these things are not in the direction of progress. The termi- 
nation of water transportation services to Juneau represents In my 
opinion a retrogression—a retrogression serious in its immediate and 


in its long range consequences. 


yrpianes more often than the stop boats. 


It means an immediate loss to Juneau of at least $10,000 a year 
through the failure of the tourist business due to the cessation of 
steamship passenger service. 

From a long-range standpoint the effects upon Juneau itself are 
bound to be serious. They are not exactly predictable. They are 
part of the general Alaska pi ture. They have already been brought 
his hearing. But the national-defense aspect alone would 
seem to indicate the importance of the continuance of water trans- 
portation to Alaska. 

What is needed by Juneau is a continuance of the general pas- 
senger service as in the past. That has been brought out by Mr. 
Skinner and others. Not all classes of vessels can operate to south- 
east \laska, 1 which Juneau lies, nor would certain classes of 
vessels which can operate be economic and suitable to the trade. 

I would prefer not to express any views here because the shipping 
men are more able to do so than I am. 


out at ft 


The Juneau Chamber of Commerce would favor American-flag 
service. As to the air services, they fill many needs, but there are 
some things they cannot do—for instance, furnish service to people 
who eannot or should not travel by air, who should or must travel 
by surface transportation. Secondly, they cannot vive reoular serv- 
ice irrespective or nearly irrespective of the weather. And in the 
third place they cannot carry passengers’ baggage such as you need 
to take occasionally when you travel. Fourth, they have no means 
for the transportation of heavy vehicles, principally automobiles, 
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which are of growing importance both for the citizens of Alaska 
and for the tourists to Alaska. 

From the standpoint of survival and from the standpoint of pros- 
perity and from the standpoint of progress not only of Juneau but 
of all of Alaska, water transportation for passengers in American- 
flag vessels is needed—it is badly ve —and it is needed now. 

As has been brought out, Alaska is an economic island. It must 
be kept connected with the suid: As an outpost of American 
influence and as a bastion of defense and as a land of opportunity 
for development, and as a home of growing thousands of loyal 
Americans, Alaska should not be placed in the position of having’ 
its sealanes fall into disuse. 

Thank you, Mr. Chairman, for the opportunity to present this 
picture. 

Mr. Totterson. We certainly want to subscribe to the theory that 
Juneau needs water transportation. The last time the committee 
went there some 5 years ago, we came into Juneau under a 100-foot 
ceiling, and for the airplane to stay under the ceiling and miss the 
trees was quite some experience, and I do not want to go through 
it again, and I am not going there until we have ships sailing into 
Juneau. 

Mr. Auten. General Noyes, is it true that the air navigation into 
Juneau involves ships § going into a point nearer the open sea before— 
or where they can get electronic aid to come into contact flying, and 
then must go an additional 100 or 200 miles us the canal by contact 
to fly into Juneau ? 

General Noyes. Well, the airplanes when it is overcast go to a 
point known as Gustavos, which is about 30 or 40 miles west of Ju- 
neau, which is open country, ind they ean there descend, and then 
they have to go across Admiralty Island, which has a few mountains 
on it, into Juneau by contact. 

Mr. Auuen. If the area is covered by fog, there is no opportunity 
to go into Juneau ? 

General Noyes. That is correct. 

Mr. Atiten. And for how long a period, do you know, has it been 
bloe ked by fog ? 

General Noyes. Well, I personally had to stay 3 days at Annette, 
which is near the city of Ketchikan, but not by any means in Ketchi- 
kan, because of that fact. 

Mr. Auten. Well, then, unless there is surface transportation by 
water into Juneau there can be prolonged periods of no communi- 
cation outside at all? 

General Noyes. The longest I have known has been 4 days. 

Mr. Norpiap. This is not exactly pertinent to the inquiry, but I 
am just curious. 

Talking about highway development up there, do you people still 
tax yourself only 2 cents a gallon on gasoline? 

General Noyes. I am no longer commissioner of roads, 

Mr. Norsiap. I know. 

General Noyes. However, I don’t believe that we are up to the 
national average; I will have to put it that way. 

Mr. Noreuap. It is still 2 cents, then, in _ ‘words? 

Mr. Totierson. Thank you very much, Gen. John R. Noyes, for 
coming. 
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Our next witness is Mr. Charles |] resident of the Arctic 
Alaska Tours. also of the Alaska Visitors Association, member of 
e board of trustees. 


\I Wi =t., We are please 1 to have vou here, sir. 


TESTIMONY OF CHARLES B. WEST 


Mr. West. Mr. Chairman and gentlemen, my name is Charles B. 
West i represent ny own tirm,. Arctl Alaska Lours, and J have a 


tement here from the president of the \ | ska \ ISItOrs Asso¢ lation. 


) 
| DD o bD 1. director of advertising and publicity for that 
c HiIZAtvIoO!1 
: : ] ] To . 16 
Mr. Edward B. Coffey, president of the Alaska Visitors Associa- 
1 : ; ; 
yn), ict yf » here due to the fa wean \ ya board meeting 
‘ ai tine following day 
[ lat iitend ne | l hives - 
*“y ’ . ] . 
( ] re To enter Mr Coney tutenie | to e recora, I will 
| in hye ePTeST, OF re | 
1 ] } ; mu. : ‘ : 
inks third in Alaska vy Maus les. Chis association 
vil concerned with the co tin it10] he ‘ th the erowth and 
oT t| 
l ter and statement by Mr. ¢ I WS?) 
SEP -ER 30, 1954. 
GEN I deeply regret my inability present at the hearings. Un- 
rt t , our board of directors meeting is being | | in Anchorage at the 
a | l¢ 
Iw ad ery much appreciate 1t 11 nt } ild ( l uded i the records 
] ¢ d ta é ] 
| \ 
Ne) ce ‘ 
ALA Vis RS ASSOCIATION, 
i » DD. Corrry, President. 
S . STEAMSHIP Pass ER SER MI BY Epwarp D., CoFrFrey, 


PRESID \ SKA VISIT‘ ASSO AU, ALASKA 





ranks third in Alask basi lustries Ch =sociation is vitally 
with tl ( tinuat i i with the g a a development of this 
In 1952 the tourist industry produced $6 mil nd 1953, this figure 
im | sf illion in reve1 he Ter 
\ le he tourist in try in Alaska that year by the University 
f Business, shi 1 tl o) percent of Alaska’s summer 
eled to and from the Territory by steams] Further, it revealed 
tf reent of the winter tourists utilized this metl of transportation. 
t2 we S r-s irs Alaska have shown a strong increase 
ty This has in 1 iN detracted from the 1 ber of passengers 
hy teamship: it has, however, definitely increased the number of 
\lasl 
ify this, we find that the mmo¢ during the heavily 
t} \ eg i ‘ p or the number of 
g¢ the a tour, 1 eling one way by a nd one Way by steam- 
onable to assul that almost twice as many tourists had an oppor- 
\ | 
rl VAY becoming ir with travelers but the drive is long and 
sts prefer to return 1 ship. In 1952, 5,500 people made the trip 
el f way during the sur er seasol Of this number 1,142 returned to 
e States steamship fhis number would have been doubled had space been 
ble on ships 
Our survey reveals that the average Alaskan tourist is over 50 years old, and 
wople indicate a definite preference for steamship travel 
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We could elaborate at length and go into minute detail on the importance of 
the tourist industry to Alaska, and the important part that steamship travel 
plays However, we feel confident that evidence and testimony submitted to you 
at these hearings will support our contention, and that you will see the vital 


necessity of continuing passengel service to the Territory. 

The Alaska Visitors Association would like to go on record in urging that 
every possible step be taken to preserve passenger steamship service to Alaska 
in order to maintain and further increas? the economy engendered by the growing 
tourist 1naustry. 

ALASKA Visitors ASSOCIATION 
Epwarp D. Correy, President. 

Mr. Wesr. I have a statement of my own, which I would like also 
to have entered, and I will not read all of that in the interest of 
brevity. 

I am pleased to present my statements on behalf of Alaska’s tourist 
industry, third ranking industry in the Territory of Alaska. 

lL would appreciate having ny statements read into the record 
the hearing for the continuation of steamer passenger service. 

Steamship passenger service is. necessary to a continuation of the 
development of tourism in Alaska, All ships are full with long 
waiting lists in the summer months of June, July, and August. A 
potent ial 6,000 passengers may crulse, round trip, on the vessels of the 
Alaska Steamship Co. each summer, 

This number can be doubled if it is assumed that each passenger 
would leave the ship in the Tateiioes and return by air after making 
a tour of the interior or southeastern area of Alaska. 

Retention of steamer service is of vital importance to every small 
business dependent upon tourist dollars for its livelihood. ‘Tourist 
hotels, lodges, resorts, transportation companies in the ‘Territory, and 
sightseeing companies, not to speak of the many service businesses, 
will be severely hurt financially with the loss of the steamer passenge! 
service. 

The development of highway travel by private car will be affected. 
The average f: om driving to Alaska prefers to make the journey at 
least one way by ship, taking the car aad with them. ‘The possi- 
bility of deve loping additional service of a car- ferry-type operation 
should be considered. 

Travel agents and tour operators interested in selling travel to 
Alaska must be supplied with complete information on the transpor 
tation services scheduled for the summer not later than January Ist 
of each year. 

The promotional period occurs from 6 to 8 months prior to the 
beginning of the swmmer season. Any legislation to be implemented 
or any action planned for the continuation of steamer passenger serv- 
ice must be concluded in the next 60 days. If this is not done, the 
successful promotion of steamer travel in the 1955 tourist season will 
be extreme ly difficult, if not impossible. 

Alaska as a vacation land is competitive with other areas attempt 
Ing to attract tourist dollars. The elimination ot steamer passen ge 
service will divert tourist travel to those highly advertised vacation 
spots able to offer varied transportation facilities. 

With the Territory of Alaska facing the decline in mining activ ity 

nd a curtailment of fishing, the development of a primary industry 

ich as tourism shoul | be e nceouraged and protected. 

Alaska’s future oer depends on increased population. Tourists 

visiting Alaska on ‘ation are potentially future residents and in 
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vestors. The economy of the Territory urgently needs the stimula- 
tion of new dollars which can be brought into Alaska in the pockets 
of tourists. 

These dollars are left in the country and are shared by all walks 
of business life. Travel is the world’s biggest business. Alaska 
deserves its share of travel dollars, which can be best secured through 
the continuation of popular steamer passenger travel. : , 

[ find myself in the position of cleanup. However, it 1s unique 
that both private enterprise—that private enterprise would both begin 
and end this meeting. 

Mr. Skinner represents the Alaska Steamship Co. , who is certainly 
a private-enterprise operator, and I, representing a firm that is doing 
business with the traveling aileccien are on the firing line in the 
matter of selling travel to Alaska. 

The tourists who travel to Alaska must somehow find a way of get- 
ting there and find a method of securing their transportation. We 


are working with some 3,000 travel agencies throughout the United 
States in the matter of presenting planned tours to Alaska. 


We have included the service of the Alaska Steamship Co. in 99 
percent of our offerings for the last 9 years. We have endeavored to 
sell air tours to Alaska with some success. We have had the all-out 
cooperation of Pan American World Airways in presenting an air 
program to the travel agencies for their consideration. 

This last year, as a result of a promotion involving some $50,000 
of airline money and some of my own, we sold 18 tours to Alaska. 
This will compare by some 2,000 tours sold by water, or by water and 
air combined. 

My point is that the traveler does not accept vacation travel by air 
when he can find a way to go by water 

A further example of this was in the vear 1952; when we had the 
strike. We had booked some 1,200 people o go north by water, who 
were planning to go during the period of the strike. We endeavored 
in every way to convince them that they should divert their mode 
of travel to air as a means of preserving their Alaska vacation. We 
preserved 20 percent of these people by air. The rest of the passengers 
elected not to go to Alask: 

This, I think, is further proof of the fact that the average traveler 
wishing a vacation into the north country depends upon steamer, 
and wants steamer, and will accept no other substitute. 

do not think, frankly, that we can automatically divert steamer 
travel toair. We are going to have to try. However, my livelihood 
and the livelihood of my associates—I am speaking now not just for 
my own company, but for a number of associates who are dependent 
entirely for their livelihood upon the tourist dollar—is very much at 
stake, and I could name them for you: 

Such people as the owner of the Alaska Riverways, the owner of 
Alaska Coachways, the owners of Wein Alaska Airlines, Alaska 
Coastal Airlines, Ellis Airlines, the North Wind Cruises. 

I could go on naming lodges and hotels that depend in great part 
for their revenues on the summer travel of tourists. These people will 
not arrive in Alaska by air in the numbers that arrive by water. 

I say I am speaking from a knowledge—a firsthand knowledge of 
having booked these people myself through my organization. We 

‘annot expect that the cessation of passenger travel will result in auto- 
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matically having this flow of travel follow by air, or flow to Alaska 
by air. 

I have heard some comment today about the comparison of air 
with steamer, and no mention was made of comparison by bus, and 
here is a comparison: The busfare today between Fairbanks and 
Seattle is $140. It requires exactly 8 days to travel from Fairbanks 
to Seattle: this is not including meals and lodging. 

Mr. Skinner testified the minimum fare by water is $115. He did 
not mention that it includes both berth and meals. I say that the air 
transportation is not the least expensive form of tr avel, because it does 
not include these facilities—the feeding and the lodging and the enter- 
taining of the passengers en route on their voyage to and from Alaska. 

[ would say that if you separate the cost of lodging and meals from 
the cost of transportation by water, it would be far less than by air, 
and certainly far less than that by bus. 

We are forced this year to price our tours based on the available 
transportation which we have and can advertise today. This will 
include bus and air. There is no water service at the present time 
which we can offer. Our prices on tours to Alaska have had to go up 
approximately 15 to 20 percent, based entirely on increase in costs of 
transportation. This means that Alaska as a tourist area is suffering 
competitively with other tourist areas throughout the world. We are 
in competition with the Caribbean, Hawaii, Mexico and Europe and 
other travel areas. 

The tourist dollars going to Alaska can go in any direction. They 
are — likely to come north if ow mode of travel to the Territory 
of Alaska is not as attractive as it is to other areas. And I say that 
the pas of travel to Alaska has been the big attraction not as much 
aus seeing Alaska after you arrive, but getting there. 

As Cunard says, “getting there is half the fun,” and it is certainly 
true that travel by steamer is a lot of fun. 

The intimate contact with the coastal areas affords a great deal of 
pleasure, which is lost when you fly at 19,000 feet above the clond 

I am speaking to you now on behalf of the largest tourist ereani 
zations in the United States, who depend upon us for their representa 
tion. I am speaking for Thomas Cook & Son, which is the world’s 
largest travel organization; for the American Express Co.; the AAA; 
Ask Mr. Foster; and others who work through us. They are all wait 
ing expectantly for some answer to this problem, and I can say to you 
now that tour folders are not being printed to Alaska by these com 
panies, and they are intending to decrease the number of tours which 
they will offer this coming year unless steamer service is made avail- 

able by January 1, 1955. 

If we do not have a definite answer on steamer service by January 
1, 1955, tour folders will be printed using all air and possibly bus 
transportation. However, they will not offer the falas r of itinerarie 
und the variety which we have been able to offer in the past. 

In other words, the support and the pro motion of assistance which 
we would receive from vg many thousands of dollars spent by these 
companies would be lost to Alaska, and I maintain that unless the 
matter is solved now, | mean that the legislation, if it must be imple- 
mented, occurs immediately, that the 1955 tourist season is lost. 

I say it is lost to Alaska, and it is lost forever; those dollars are 
gone and they will never be recovered. They will never be returned 
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tous. This isa very serious thing. I perhaps feel it more than many 
of you: Ia ot a member of the chamber of commerce; I am speak 
vy owh company, M4 own associates, and ny own employees, 
and for myself, and for those I know who depend upon our genera- 


tion of traffic to Alaska. It is going to be a very serious blow to all of 


us if we do not have steamer travel to Alaska next year, and we must 
ive The mswel oon. 

Mr. ToLtterson. We are certainly pleased that you were here and 
able to be nere W ith us, Mr. West. 

I tl nk. of course, you appreciate that Congress doe not recon 
vene until January. so that if the only solution is a legislative one, you 
are going to have to print your folders before the Legislature’s action 
staken. I don’t mean that facetiously, but it is a fact. 

Mr. Wesr. May I add one other thing, sir? 

| personally do not feel that a subsidy is the answer. I think that 
private enterprise should be able to solve its problems, and I think 
that is going to be the eventuality—that private enterprise will come 

p with the answer. 

I cannot see the people of Alaska subsidizing it. and I can’t see the 
people of the United States subsidizing vacation-type travel, which 
s what it is. The passenger travel to Alaska by steamer is primarily 
n the summer, which means the vacationist and not the Alaskan. 
Phe Alaskans have proven by their acceptance of steamer travel in 
the wintertime that it is not popular with them. That is my personal 
opinion. 

Mr. Totiterson. We thank you very, very much, sir. 

The next witness is a seafaring man who certainly has an interest 
n not only Alaska shipping but in all other, Mr. Max Weisbarth, of 


the Sailors Union of the Pacific. 
TESTIMONY OF MAX WEISBARTH—Resumed 


Mr. Wetssartn. Mr. Chairman, first I want to thank you and the 
nembers of the committee for allowing us the last round of the 
15 rounds. 

I want to say in behalf of the Sailors Union of the Pacific that, 
rst of all, I had a little talk with Mr. Rothchild, and he explained 
t to me at the time. 

He said, why, transferring these ships had started from a law in 
936, and he asked me, “Well, what do you think is the remedy?” 

1 think the only remedy is to repeal the law and start all over again, 
ind to vo ahead and have Congress do it. 

Now, I also received a wire in regard to the MSTS whereby the 

lors Union of the Pacific is against the use of the MSTS ships 
n the Alaska run as compared with the private operators. In other 


vords, we are against the policy of the administration that has a 


XULLOPS 


ogan that the Government should stay in legitimate business only. 
Furthermore, the wages and conditions laid Gown by the MSTS are 


below the pre vailing standards of private operating ships. 


Also, | int to Say at this time that the MSTS ships—that is, the 
‘ if G m—ischarged a full load of cargo at Anchorage, 


\laska, on September 23. and this cargo was loaded at San Francisco 


ind Seattle by the same vessel, and this ship is new loading a full load 
to take back to the United States. We stronel, protest a thing like 


l 


hat. 
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We maintain that this cargo should be put aboard a privately owned 
vessel. 

On top of that now, you know we are —— with a lot of our 
men on the beach: they have no jobs. And the lay up of these pas 
senger ships by the Alaska Steamship Co. 1s going to hurt, ae only 


the American merchant marine, but it is going to hurt Alaska and : 
lot of other towns, too. 

Chat is about all that J Want fo say. Time is close. 

Mr. Toiierson. Don’t worry too nit ch about the time. We want 
to get your views. I am pleased that you should take the time to 


come up here and let us have them. 

As I indicated at one other nee in the hearing, this experience 
that we are eoIng through is one that we have had in other years, 
and in a greater and worse degree, actually. 

Prior to World War I, for instance, only 9 percent of our cargoes in 
and out of American ports were carried by American-flag vessels, 
and I imagine at that time we did not have very many members of 
the Sailors Union of the Pacific or any other organizations. 

But this committee really wants to find an answer, not only to the 
Alaska shiy pping, but nationwide. 

It isa real problem, as you people know, because when the American 
flag clisap pea irs from ships, then jobs disap ppear, Coo, We do not like 
to see those jo bs disappe ar any more than you do. 

Mr. Wisnarru. That is right. We don’t want to see our union go 
b \ the board anyway, and it is starting to. 

Mr. ‘TOLLEFSON. Well, I don’t think it will in the long run. 

Mr. ALLen. Do your members sail on the MSTS ships ¢ 

Mr. Wetssarru. We have very few. We have a few of the key 
jobs. In other words, we have a few boatsw: rae that are sailing here, 
and some of them who are sailing as mates; but that it about all. I 
would say approximately 10 percent—just a few. 

Mr. Auten. Well, are they the AB’s or members of any union? 

Mr. Wetsparru. Well, as I understand it, the way it is run the 
MSTS can take anybody, whether he has an AB ticket or not, and 
they can make him an AB. 

In other words, they put anybody aboard these ships. I think 
Captain Topper will bear me out on that. 

Mr. Totterson. Mr. Weisbarth, thank you again for coming. 

And thank you for waiting until the last round—it is not quite 
the last round. 

Mr. Weissarru. Thank you. 

Mr. Totiterson. We have Mr. Glenn Carrington, a representative 
of the Fairbanks Chamber of Commerce. 


TESTIMONY OF GLENN CARRINGTON 


Mr. Carrtneron. Mr. Chairman and gentlemen, the subjects have 
been covered very well by those who have appeared here before me. 

My name is Glenn Carrington. I am president of Glenn Carring 
ton & Co. We have been doing business in Alaska for the last 40 
years W ith our headquarters at Fairbanks, Alaska. 

While I don’t Waht to appear in the category oT a joiner, I do 
happen to be a member of the Seattle Chamber of Commerce. the 
Anchorage ( hamber ot Commerce, and the All Alaska ( hy mber ot 
( onimerce. 


54686 D4 10 
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As a representative of the Fairbanks Chamber of Commerce, I 
would like to go on record as to the importance of keeping passenger 
boats to 73 = in service. 


While it is believed by a good many people that Alaska is going 
through a * ied of prosperity, the fact remains that her basic indus- 
tries are actually dec lining. Also the defense progr am is tapering 


off and you hear very little of the ghost towns in the mining districts 

of the interior. re 
Anchorage and Fairbanks would be very prosperous mining oe centers 

were if not xe the inflation that has ti ake np ylace since the beginning 


of World War Il. However, - to inflationary prices and high 
wages paid on e fense projects, it has doubled the cost of producing 
gold with no increase in the selling price, and as a result the gold pro- 
duction in the Territory is about one-fourth of what it was before the 


war, and pre Ibably one-tenth of what the gold production would be now 
had it not been for inflation. 

Fairbanks and Anchorage need the steamship tourist business to 
offset part of this loss. Also the Alaska Railroad needs this addi- 
tional business as it contributes greatly to the successful operation 
of the McKinley Park Hotel. 

At the present time there is no copper, lead, or zinc being mined. 
However, the production of platinum, tin, and quicksilver, in the 
lower Kuskokwim and Bearing Sea areas is becoming quite an 
Important industry. 

It has been estimated that the cost of produce ing the 1953 salmon 
pack was much larger than the selling price, and the coastal towns must 
build up other industries to offset the decline in the fishing industry. 

Already a good start has been made in establishing a pulp and 
paper industry and we are hoping for other developments to be cre- 
ated. However, it looks like the tourist trade might, in a very short 
time, be Alaska’s largest industry. 

The Alaska scenery is unsurpassed and with better accommoda- 
tions for the tourists rapidly building up, the tourist industry is 
bound to be a very important item, and directly and indirectly will 
produce large amounts in taxes to the Territorial government, and add 
greatly to the prosperity of all parts of the Territory. 

[ believe there has been an honest effort on the part of the Alaska 
Steamship Co. to continue its passenger service, but with subsidized 
air transportation it has been impossible for them to compete at a 
profit. The ¢ nae Railways operate some of their hotels and 
steamship lines at a loss in order to build up trade for the railroad 
and with that in mind it seems that it might be practical for the 
Alaska Railroad to operate passenger ships by chartering to a steam- 
ship company for operation, as it is my understanding that the 
Alaska Railroad has the authority, under their charter, to carry on 
such operations without further authority from Congress. 

The value of stea mship tourist business to the coastal towns is ver Vv 
important as the tourists, among other purchases, spend a great deal 
of mone V for articles made | V the natives and the loss of this steam- 
ship tourist travel would be quite a blow to the prosperity of the 
natives, as well as to the economy of the cities. 

Congressman Pelly’s suggestion of having the Alaska Railroad take 
over the passenger business in some manner, I believe is quite impor- 
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tant; otherwise we would be totally dependent on the Canadian steam- 
ships who at present operate during the summer season to the impor- 
tant towns in southeastern Alaska but drastically curtail their service 
after the tourist season is over. 

Without the Alaska steamship service the towns of Cordova, Valdez, 
Seward, Kodiak, and several smaller communities are without steam- 

ship passenger transportat ion, 

If the Territory were dependent entirely on Canadian steamships 
a revision of the Jones Act might be necessary, as under present laws 
Canadian boats cannot carry passengers between two American ports, 
except in specific cases authorized by Congress. 

With the Alaska Railroad sponsoring this steamship service, which 
should be profitable during the tourist season, and with cooperation 
from the Army in routing the families of servicemen to and from 
Alaska after and before the tourist season, it is probable that this 
might result in a profitable operation rather than a loss. 

In any arrangement is made for the Alaska Railroad to sponsor 
this steamship service, the Fairbanks Chamber of Commerce feels 
that regardless of whether this operation results in either a profit or 

i loss to the Alaska Railroad, it should have no effect on increasing 
freight rates on the Alaska Railroad. 

[ would like to submit a copy of a letter from the Fairbanks Cham- 
ber of Commerce as a part of the record. 

[ sincerely hope that your committee will arrive at some solution of 
this problem either through the Alaska Railroad operation or some 
other workable program, so that the steamship passenger service, 
which is so valuable to the Alaskan economy, will not be discontinued. 

The letter from the Fairbanks Chamber of Commerce is dated 
September 29, 1954: 

Dear Mr. CArRRINGTON: According to recent newspaper accounts, Representa- 
tive Pelly has proposed that the Alaska Railroad through its broad powers, take 
over the operation of steamship passenger service from Seattle to Alaska. 

Although, as you know, we in Fairbanks are exceedingly anxious to see con- 
tinuation of the steamship passenger service to Alaska, we in the rail-belt area 
are concerned that increased freight rates might be the outcome of this type of 
arrangement. 

Past experience indicates that the passenger service is a losing proposition, 
and it would seem that with the only source of revenue to the railroad being 
passenger fares and freight revenue, that the natural inclination would be to sub- 
sidize this loss by an increase in freight rates. 

As you no doubt know, the Alaska Railroad is getting into the black, so we 
have hopes that some reduction in freight rates will eventually be justified. 

Our organization certainly appreciates your giving your time to represent our 
views at this important hearing, and although we can give you no concrete sug- 
gestions on the solution to this problem, we feel sure that you will look after our 
interests. 

Sincerely, 
Don Dickey, Manager. 

Mr. Carrinetron. I might say that in making this statement it was 
with the understanding ‘that the MSTS had ‘objected, according to 
their statement, to cooperating in this instance. I am not in any way 
in favor of Governmen subsidy unless it is absolutely necessary. 

Mr. Totxterson. The last resort ¢ 

Mr. Carrinetron. That is right. 

Mr. Totierson. Thank you, Mr. Carrington. 
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I hope that the committee can come up with some answer to this 
problem, but I hope that in the meantime, while we are giving this 
consideration, the rest of you are « ontinuing to look for solutions, too. 

Thank you very much, Mr. Carrington. 

We have Mr. Robert F. Donoghue, attorney at law, of the firm of 
Donoghue & Ragan, Wyatt Building, Washington, D. C. He repre- 
sents the Coastwise Line and Luckenbach Steamship Co., Inc. 


TESTIMONY OF ROBERT F. DONOGHUE 


Mr. Donocuvr. Mr. Chairman, my name is Robert F. Donoghue. 
I have astatement on behalf of Coastwise Line and Luckenbach Steam- 
ship Co., Inc. 


Coastwise Line and Luckenbach Steamship Co., Inc., submit herewith to the 


committee for the record, a copy of a letter dated October 2, 1954, addressed 

those companies to the Secretary of the Interior, advising the Secretary as to 
the program of those companies in connection with the subject before this com 
I tte 


Che Honorable DouGcLas McKay. 
Secretary of the Interior, Department of the Interio 
Washington 25, D. ¢ 


My Dear Mr. Secretary: On August 20, 1954, Coastwise Line, in conjunction 
with Alaska Steamship Co., submitted to you a letter stating that Coastwise Line 
d Alaska Steamship Co. were jointly studying the inauguration of a sea-train 
and truck-trailer service to Alaska. Since that time several meetings have been 

‘ld between the companies. 

During that period, discussions have been had with Luckenbach Steamship 
Co., Inc., the largest intercoastal operator, and Luckenbach has indicated its 
interest in joining the companies in the program 

After several conferences it appears that Alaska Steamship Co. now seems dis- 
nelined to proceed in the coordination of the aforementioned activities and, 
therefore, it is the purpose of this letter to advise the Secretary that Coastwise 
Line and Luckenbach Steamship Co., Inc., are continuing the study to ascertain 
the feasibility of inaugurating a sea-train, truck-trailer type service to Alaska. 
It anticipated that this study will be completed within the next several weeks 
Our studies to date indicate a favorable result as to the feasibility of the service. 


Mr. Donocuur. In talking to Mr. Skinner, he stated to me, as he 
has stated to your committee, that his company proposes to continue 
ts own Investigation. 


In addition to the sea-train, truck-trailer type service, it is the intention of the 
Coastwise Line to maintain its existing service. The companies are cognizant 
that discontinuance of passenger service to Alaska has been announced. 

They wish to inform the Secretary that the present study also contemplates 
determination of the requirements for passenger accommodations and, if the 
sume exceeds the capacity contemplated on the aforementioned vessels, considera- 


tion of other means of providing the additional facilities without Government 
incings Informatively, the study also includes a Pacific Coastwise sea-train, 
uck-trailer type service and service with regular type vessels which will assure 

adequate service between Alaska and the Puget Sound ports and other ports. 
\t the time of writing this letter the companies are earnestly desirous of 

having Alaska Steamship Co. continue to participate. A copy of this letter is 


being forwarded to Alaska Steamship Co. We would appreciate an opportunit) 
to discuss this matter with you or the appropriate officials of your Department 
vour earliest convenience 
Very truly yours, 
COASTWISE LINE AND LUCKENBACH STEAMSHIP Co., INc. 
By WILLIAM F. RAGAN, 
Lie ghue & Ragan, counsel for the cov panies, in respect fo this study 
room a ’ 
Mr. Po LEFSON, Mr. Donoghue, we are pleased to have your state 


ment, and our committee, ot course, 1S willing to sit down with 
anyone al dl talk about al V maritime problems ata time when we can: 
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and I hope that when we get back to Washington, D. C., that we 
\W il] have the opportunity to sit down and chat wv ith you or with some 
representative of your company in connection with this matter. 

Thank you very much, sir, for your statement. 

That completes the list of witnesses who have indicated a desire 
to testify. If there are any others, may I say to them, we would wel- 
come their statements being introduced in the record at any time 
within the next few weeks, All you have to do is to mail them to me, 
L'a ‘OMA, Wash. 

At this time we wi 
mony from the International Fisheries Commission. (Recess. ) 


ll take a 5-minute recess before we take testi- 


AFTER RECESS 


Mir. Totierson. The committee will come to order. At this time 
we want to take test ONY from the representatives of the three 
Intel nation ul Fisheries Comm SSLONS, who have done such a wonderful 


job in connection with their duties, and that was so well illustrated 
within the recent weeks on the part of the fish who responded to the 


treatment accorded them, and we vot the biggest catch of sockeve 
salmon this vear and the bigge t catch of halibut, as a direct result 
the work of the various comm 10 


Our first witness will be Mr. Ed Allen. who is well known to all 
members of the committee, and is one of the outst nding, if not the 


inding authority on fisheries matters. 


its 
47) 4 
Mr Lilien, we are most pleased to have you here. 


TESTIMONY OF ED ALLEN 

Mr. Auten. Thank you, Mr. Chairman. 

For the record, ] presume that I should state that my name is 
Edward W. Allen. IT am the Chairman and since 1932 have been a 
member of the International Pacific Halibut ¢ ommission, formerly 
nown as the International Fisheries Commission. 

I was also for 14 years a member of the International Pacifie Salmon 
Fisheries Commission. one of the original members: and I am also 


one of the United States members and secret n'y of the newly formed 
International North Pacifie F: heries Commission 
It is one of the favorite joke that what 1s worse than being’ a 


| 


member of unpaid commission is being a member of 2 


I 9 
On behalf of the entire fisheries industry of the Pacific coast, I 
believe that, even though I have not received express authority, I 
can say that the industry is most appreciative of this committee taking 
the time to hear some of the problems which so seriously involve the 
industry: for while these three commissions are specifically present 
ing the program, the program, of course, involves the welfare of the 
Pacific Ocean fishing industry, and it is particularly gratif 
the opportunity to make this presentation Was suggested by members 
of this committee itself, and not by us or the industry 
The chairman and Congressman Allen both suggested that this 

would be an opportunity to place on record some of the affairs of 
these commissions. In order to save your time, rather than make a 
preliminary oral statement, I would like to read these few pages which 
[ have prepared, and it will take less time than for me to make a 


Ving that 
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statement orally. It is entitled “The New International Fishery 
Commission Concept” 

Neither interns ational commissions nor fishery treaties are new to 
international relations, but treaties creating joint international fishery 
commissions with regulatory powers over the fishermen and fishing 
vessels of two or more nations, both inside and outside of their nationé al 
boundaries, are a distinctive development for which the Pac ific North- 
west can claim credit. 

There are four international commissions dealing = fisheries in 
which Pacific coast fishermen participate, but which, because of the 
food production and international relations eae concern the 
welfare of the entire Nation. 

Inter-American Tropical Tuna Commission, created in 1950, so far 
Is engaged wholly in research. International North Pacific Fisheries 
Commission, created only this year, is just emerging from the confer- 
ence stage. 

The other two commissions. International Fisheries Commission, 
created in 1924, the name of which was changed last year to Interna- 
tional Pacific Halibut Commission, and International Pacific Salmon 
Fisheries Commission, created in 1937, after periods of required 
search, have passed into the regulatory stage, which does embody the 
new concept. 

Under the Fur Seal Tre aly, the United States alone regui lated the 
Pribilof Islands sealing and split the take with other countries. Under 
the World Whaling and the North Sea Fisheries Treaties, each par- 
ticipating nation agreed to cause its own people to abide by specific 
regulations written into the treaty or otherwise mutua lly ag rreed to. 
But not until the United States and Canada in 1930 ame nded “the 1924 
treaty creating the International Fisheries Commission had two 
nations ever given a joint commission power to provide regul: itions 
from year to year for an ocean fishery which should apply to all 
fishermen and fishing vessels of both nations, both on the high seas and 
inside their own territories. It was a new concept in international 

lations. And it worked. It has brought about a gradual increase 
of the annual catch from about 44 million pounds the year before 
regulation started to the record catch of about 70 million pounds this 
year. It has made this fishery one of the most profitable to the fisher- 
men for the time spent and one of the best stabilized fisheries in the 
world. 

In fact, the Halibut Treaty was already working so well that in 1937 
it was followed | vy the treaty creating the International Pacific Sal- 
mon Fisheries Commission along similar lines: Scientific research fol- 
lowed in this case by skillful engineering as well as by joint regulation. 
For weeks this latter Commission has been making headlines because 
of the remarkable recove ry of the almost obliter: ated soe ‘keve salmon 
fishery of the region so that this year’s catch was only exceeded by the 
record-breaking catch of 1913, and is the 1: argest cate ‘h in history from 
this particular cycle. 

Some of the features which contributed to the success of these two 
commissions are: 

1. Each commission and its staff concentrate upon one ~ ifie fish- 
ery. They are not diverted here and there by regional or political 
pressures. They are able to conduct their javustiebhione ‘with that 


aes De SERA A takes Wh St i Pir 


ics. 
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year-after-year continuity which is essential in dealing with ocean fish 
whose life cycles exte nd over periods of years. 

2: A lequate scientific research is a prerequisite to regulation. The 
commissions have been composed of men who insisted upon a practical 
factual, but scientific approach. They selected fishery biologists whe 
believed in getting the facts with open minds and then following an 
to their logical conclusions, rather than the too common type which 
starts out with preconceived theories to which the have committed 
themselves and then looks only for facts to bolster their theories. 

The fact that the commissioners representing the public serve 
wtiheel pay give them an independence from political or group pres- 
sures, and the fact that concurrence of commissioners from both coun- 
tries is necessary for any action insures careful consideration. From 
the outset, these commissions have followed the practice of selecting 
highly competent directors and giving them a free hand to select their 
staffs but with the understanding that they must produce results “or 
else. * The training received by these staff members has been so sound 
that they are sought after throughout the fishery world. 

t. Frank, open discussion of procedures, proposals, a nd results with 
the peop le directly concerned, combined with absolutely fearless in 
sistence upon what was be lieved to be right reg rardless of attempted 
pressures, soon won suc +h confidence and ¢ ‘ooperat ion of both fishermen 
and operators as to greatly contribute to the suecess of the commis- 
sions. Fishermen are willing to face restrictions which they know 
are honestly and intelligently conceived and will in the long run result 
in better and more profitable fishing. 

Here in the Northwest where this commission type of international 
fishery management has proved such an outstanding success, demand 
is being made for expansion of such management, but elsewhere it is 
almost unknown and unappreciated. 

Other commissions, such as the Tuna Commission. : 
as POFT, are doing excellent and worthwhile research 


] ] : 
q@ suen bodies 





hich deserves 


support. Regulation may not be needed as to every fi shery, But 
where an ocean fishery is already dep a or is threatene d with deple 

tion, it might be well to remember the success of our Halibut and 
Sockeye Salmon Commissions. They have proved that their type ef 


fishery management can get results. 

I would like to add this, that one of the things that both Commis 
sions have done systematically is have representatives of the various 
fishery organizations appear before them and meet with them, not 
appear before them—that is inaccurate—meet with them and discuss 
the problems that confront the Commission, the unions, the vessel 
owners, the operators, the cold-storage people, thev meet with these 
Commissions, and everything is laid right on the board and talked 
over 7 fore any decisions are made, and = thie way as indicated 
what I have previously said—lI believe we get very fine cooperation. 

There is one thing that I would like partic ularly to call to your 
attention in connection with all of these Commissions, and that is the 
method or the matter of the method whereby they get their appro 
priations. 

Now, you gentlemen are all familiar with the way appropriations 
are asked for and presented. In the case of these Commissions it is 
not the peop le directly interested that get the chance to make the 
presentation. Originally these Commissions were independent or 
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rn ZATIONS The men be are Lp} ointed by the President direct. and 
ey operated independently. 

Du r the war- | forget what vear it was: I think it was when 
Mr. Stettinius was Secretary of State—he induced the President to 


sign an order making these Commissions an adjunct to the Depart- 
ment of State so that our budgets now have to go through the Depart 
1 nt ot state. It ss miply one of the Thousal a ot items in this 
Depart. nt of State budget. 

| ( Dey irtment of State. we are grouped with a whole bunch of 
other comn ons, and ike our submissions to the Department 
oT state. | vyoes Throug the budget organization of the Depart 
ment of State, and it is usually slashed pretty badly, and then it goes 
thy ( the Bureau of the Budget. where it vets slashed some more, 
vidi the ead oT us being there to present the matter to the \ppro 
priate { himuittee, we people who are dealing w th the problems, the 
sy i Assistant to the 1 der Secretary of State for Fisheries and 
\\ lite presents the matter to the \ppropri tions Committees of 

e tlouse and the Senate. 

Now he presents them I believe to the best of his ability and with 
enue neerity, but, as yo lk low, he is under orders that he cannot 
i ror 1n ren e, so there he goes and presents our case, after our 
budget has t ce been cut, and there we are getting cut budgets which 
lo not enable us to really function as aw COMMISSIOL should function. 
And that we have had remarkable uccess IS due rI only to the 
trictest economy but to the fact that in the past our situation has not 

y as complicated as it has become now. We simply cannot 

function etlectively with the it budget, und. as I say. I think it is 

rimarily due to the fact that we do not have an opportunity to 

present our situation o1 he merits oO vou gentiemel hn Congress, 

ruse Ly eve that ve ive been svmipathetic toward the fishing 
ndust. vherever the facts have really come to your attention. 

I had hi pe that there would be here today Mr. Miller freeman, 

oO SOrt OT KHOW as the father of fi ery commissions. He is in 
the publication business, but he is probably has been the most aggres- 

\ One pus o t] a r ot the organiZatlol of these commis- 

( ym this le of the ne, 

We have, however, with us Dr. W. F. Thompson today, who I would 
ju like to have stand and be introduced to youl committee, because 

e original director of the Halibut Commission and did that 
plendid, scientific work which started that Commission on its way, 
und the I l signed Pron hat ana Mr. Dunlop is his successor. 
Phen, there is Mr. Bell, who is here, and who is Mr. Dunlop’s assistant. 
\nd Dr. Thompson initiated the work on the Salmon Commission 
which you have heard so much about, the Sockeye Salmon Commis- 
sion. He is now head of the Fisheries and Research Institute at the 
[iniversitv of Washi OTON, alr ¢ rganization which is A part of and is 
conducted by the University of Washington but financed by the salmon 


industry. 
‘] here are, as I have told you, these three ( ‘ommissions: the Halibut 
1 
I 


(‘omm ssion, the Sor k ve ilmon (‘ommiussion, and the North Pacifie 


Fisheries Commission And if I may be permitted to do so. I would 
like to ask Mr. Heward Bell, the Assistant Director of the Halibut 
Commission, to make a presentation on its behalf. 


Mr. Touuerson. Thank you, Mr. Allen. Mr. Bell? 
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TESTIMONY OF F. HEWARD BELL 


Mr. Bett. My name is F. Heward Bell. 

I am the Assistant Director of the International Pacific Halibut 
Commission, and I have been associated with that organization and 
its predecessor, the International Fisheries Commission, for the past 
oU years. 

Mr. Chairman and members of the committee, with your permission 
| would like to refer to a few notes, and I will also present tor the 
record a pre} ared statement at the conclusion of my present presen 
Lation. 

Mr. Tou FESON, It will be received and placed in the record. 

Mr. Bett. Mr. Chairman, I will refer to these notes fairly exten 
vely to expedite my presentation. 

I will endeavor to provide you with a very brief résumé of the his 
tory of the halibut fishery and ot the regulatory and biological prin- 
( 1} les that have guided the Halibut Commission over the past oU years. 

The fishery started off Cape Flattery, Wash., in 1888, but the annual 
cateh did not exceed 10 million pounds until the turn of the century. 

A the catches from the older erounds cle lin al. there Was a rapid 
expansion northward by a Growling fleet of con pahy-ow ned steamers, 

By 1915 landings reached 69 million pounds and the fishery ex- 
tended from Oregon to the Gulf of Alaska. 


By 1922 it had reached beyond Kodiak Island and by 1930 into 


Bering Sea, the extreme northwestern limit of the species. 

Che catch was maintained at the 50-million-pound level by this ex 
pahsion to new vrounds and by the addition of 1 any mM lepe del tly 
owned diesel ve Se qs hich by 1922 had replaced all but one of the dory 


nshing company steamel 

The fishery was and Is esse tially and international one. Over 90 
percent of the catch is taken in extraterritorial waters beyond the 
5-mile limit. United States vessels fish off Canada and the coast of 
British ( olumb a and Can idian vessels off the coast of Alask L. 

There are reciprocal port use privileges for landing catches be 
tween the two nations. Dealers operate in both countries through 
ubsidiaries and the union crew and vessel owner relationships are 
the same in each fleet. 

The industry recognized very early that ultimately there would 
be a day ot reckoning for this expansion, when there would be no 
new grounds to find, and when the size of their individual catches 
would no longer be profitable. 

So as early as 1913 remedial action was discussed and the British 
Columbia government emploved Dr. W. F. Thompson to investigate 
the fishery in those early years. 





There were several abortive attempts at conservation included in 


in 
bills introduced into the Congress and in a treaty between Canada 
and the United States in IDS, which was not, however, ratified. 


There were some controversial items of customs regulations, and so 
forth, in that treaty. It was not strictly a conservation treaty. 

Under the treaty of 1923 the International Fisheries Commission 
was formed, and in 1925 commenced its investigation of the fishery 
which it has pursued over the past 30 years. Regulatory duties were 
added in 1932, under a new treaty that was joined in by the two coun 
tries in 1930 and ratified in 1931, 
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From 1925 to 1931 the total effort of the staff was directed to an- 
wering certain questions preparatory to regu lation. 

What was the nature of the species and the condition of its stocks ? 
What was causing the decline in the fishery / 

What measures would be necessary to halt the decline and to re- 
build the fishery ? 

It became ey ident that the amount of fishing had been the primary 
factor in the decline of the stor ks. Thus the obvious treatment was 
ie effects upon the 


to control the amount of fishing and to observe t 


Oo 


\fter ratification of the new treaty in 1931 regulation began in 
y and during the next decade the fishery made an almost spectac- 
overy. 
he ste eks on the erounds almost doubled in size. 
The individual catches by the fleet were being made with one half 
the fishing effort. 
a e total annual catch allowed was increased from time to time 
i. ‘Commission as much as the improvement of the stocks justified. 
The ASL biologm al pring iple followed to secure these results Was 
tO hold: thre rate at \ | the fish \V ¢ re being cau 


1 


ont shghtly below what 

as being produced by growth and new recruits. 

By 1945, however, the fishing season had declined from about 8 
om a leneth of about 8 to 9 months to 2 months, due to the ereat 

‘rease in the fleet and the larger individual trips caught. 

On aceount of the short season all seoments of the halibut popula- 
tion were not being fished in the proportion they should have been: 
There was a loss of yield from those being underfished and there was 
some danger from those that were possibly being overfished. 

The Commission recommended to the two governments that it be 
given broader powers to cope with the situation and the new 1953 
treaty gave it the authori Ity to esti ablish multip le open seasons. 

The previous treaty h: ad only permitted a single season in a single 

ale Ake year In any one neee 

The first « xpe rimental ap pl ication In 1954 of multiple open seasons 
nro dduced ; a il] tit ne record caten of TO million pounds, worth about 
S11] million iC the fishermen at dockside. The catch was taken in 
about 2 months of fishing. The 420 United States halibut vessels 
ught 62 percent of the total. 

The Commission is now facing a stage of fisheries management that 
has no counterpart anywhere. 

Many of the stocks appears to be well built up though some are less 
so, and the 1954 catch was greater than that taken anytime before, 
including the time when virgin stocks were being fished. 

Further, the Commission, under the new treaty, is also specifically 
charged with attaining the “maximum sustained yield” for the fis hery. 

The mandate from the earlier treaties was to develop and improve 
and to restore the fisheries. Many questions must be answered in the 
immediate future such as: 

Can the 1954 eatch of the 70-million pound level be continued ? 

Is it being taken in proper proportion from the various races or 
stocks ? 

If too much is taken, a train of very unfavorable events could be 
set in motion whose full effect would not be detected until m; iny years 
in the future. This is due to the advanced age at which new young 
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appear in the fishery—they are 7 to 8 or 9 years of age before we see 
them in the fishery—and the still further advanced age at which they 
first spawn. 

The age at which they can first mature is between 8 to 12 years, and 
some individuals do not mature until as late as 16 years of age. So 
there is a delayed effect there. In other words, unless we have sufficient 
information about the condition of the stock and the intimate details, 
the situation could well get out of hand before being detected. 

Now, if too little is taken, however, and some or all of the stocks 
become too dense, the annual yield would go down as in the case of an 
overage forest. A greater and more stable annual crop can be taken 
when, for example, the forest stand or fish stock is kept at the optimum 
density. Our problems are very similar to the forester’s problems. 

To permit either overfishing or underfishing at the present high 
stock levels would have a much greater impact on the industry thai 
when the stock levels were at low or intermediate stages. The situa- 
tion is more delicate, the balance. 

To provide even partial answers to these questions and other basic 
problems will require much more extensive research than can be con- 
ducted with the funds now available. 

In the early years of the Commission, 1927 to 1932, for example, 
the average yearly United States appropri iation was $34,200, of which 
about 14 percent was chargeab! e to the reg gulatory authority of the 
Commission, which developed after 1932—at least, after 1931. Today 
in equivalent purchasing power, in view of the decline in the v: alue 
of the dollar, the present United States appropriation of $49,750 
amounts to about $25,200, of which 35 percent is used to carry out the 
Commission’s expanded regulatory functions. Canada, however, 
which secured 38 percent ot this year’s catch, appropriated 379,700 
this year, of which $28,000 or thereabouts must lapse because of the 
lack of United States matching funds. Both treaties—the salmon 

ind the halibut and the sockeye treaty provide for that, but there has 
to be mate hy} he funds on bel hi lf ot both countries. 

There are many features about the halibut that make it a very 
difficult and expensive species to investigate properly. Fieldwork 
requires chartering large seaworthy fishing vessels as the fishery is 
an open ocean fishery extending along about 2,200 miles of the Pacific 
coast from approximately Eureka, Calif., to the Bering Sea. 

Halibut are large fish with a wide range of sizes from 5 to 300 
pounds in the commercial catch, and require a crew of men to actually 
sumple the catches. Large numbers must be handled each year for 
determination of the age composition of the many stocks and ascer- 
taining the growth rate requires a large number of individuals be- 
cause individuals vary enormously in size for the same age. 

Now, the determination of the age of the fish is from annual rings 
on the earstones—just like on a tree—the bones of the fish have annual 
rings like in the cross section of a log—and that is also very time- 
consuming, because the halibut will range in age for the commercial 
catch from 7 to 35 years of age. 

Furthermore, there are many different stocks and each is a separate 
problem in itself. Each stock must be continuously observed as its 
rebuilding proceeds on account of the fact that it is constantly chang- 
ing as it is being rebuilt. 

Now, I would like to, incidentally, at this point—and Mr. Allen 
brought this out—emphasize the aid and assistance that this Commis- 
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on has received from the fishing industry, and when I say the “fish- 
industry.” I allude to vessel owners. dealer-owners, and the fisher- 
men along th the vessel owners, because it 1s my firm belief that if 
e had not had this cooperation, intimate cooperation providing the 
Commissions with all the information and data which we have secured 
Md wi Ss necessary to our pul poses, we would have had very, very 
tthe iccess, 
I did want to put that on record our gratitude to the industry for 


r free and very much needed assistance in oul WOrk, 
Mr. ToLLerson. Thank Vou, Mr. Bell, for your statement. 
Mr. BELL. Tl) is 1s the statement I w ished to have ‘orporated in 





I RNATIONAL PAcIFIC HALIBUT COMMISSIO 
Che Pacific halibut fishery is confined to comparatively shallow banks along 
from northern Californi nto Bering Sea 

Only about 10 percent of the catch is taken within the territorial waters of 

rhii¢ and he United States rh balance comes from outside waters ac 
fodaths to the fishermen of bot countries Hence attempted regulation of the 

her nation without the cooperation of the other would be futile 
The fishery started toward the end of the last century off southern British 
( imi \ expanded north and south until the catch reached the high point 
69 million pounds in 191- 

en i imenced a progressive decline, Fishermen and wholesalers ap 
l ir two governments f action In 1924 a treaty was ratified 

int unsalaried com) sion of 4, 2 from each nation, called the In 

ernational Fisheries Commission, to investigate the situation. 
his Ce ssion employed Dr. W. F. Thompson and a staff of biologists which 
1 led the present Director, H. A. Dunlop, and Assistant Director F. Heward 
I} One of the most thorough 0¢ n-fishery investigations in history followed. 
\ ih hi ut had been fished for a long time in the Atlantic, little was 
KI n of its life. It was now found to be a slow-growing fish, not maturing 
ul 9 to 1 ars, occupying only banks of a certain depth and in water 
f tl temperature It also was shown that there were 2 principal stocks, 
1 south of Cape Spencer and 1 west, and that all stocks had been seriously over 
d. Joint international re ation was recommended. 


\ new tre aty wh ch became effective in 1931 vave the Commission 
power t L\dopt certain Cy pes of regulation which, when approved by 
the Pr dent of the United States and the Governor General of Can- 

da should have the effect of law as to the fishermen and vessels of 
countries both inside and o1 tside their boundaries. 

Lenn nh veal the Comm SSLON has pursued biological research, col 
lected statistical data of exceptional current accuracy, consulted with 
a conference committee of representatives of the fishermen and vessel 
owners and w ith the dealers from the leading halibut ports, and then 

dopted regulations for the ensuin year. 


The two government have always approved the proposed recu- 


Oo 


The basic method of regula on has been to divide the entire coast 
nto areas 1n accord VW ith the independence of their halibut stocks, fix 
a quota of the poundage which may be caught in each of the major 
areas, and then provide that each such area shall be closed to halibut 
fishing on such date as the Commission shall in advance estimate that 
the quota W il] be caught. 


In some instances areas are opened for a specified length of time 
without catch quotas. The records of catch are kept so current that 
the Commission’s staff has been able to estimate the dates when the 
quota limits will be reached from 10 days to 3 weeks in advance and 
never miss more than 5 percent. 
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From the high point of about 69 million pounds in 1915 the annual 
catch declined to about 44 million pounds in 1931. 

With the institution of regulation, the catch has been gradually 
increased from year to year up to the 70 million pounds of the 
present season, of which 62 percent were taken by United States 
vessels. 

Experience disclosed certain deficiencies in the 1930 treaty which 
were corrected in a new treaty of 1937 

With the steady increase in the stocks of halibut and even more 
rapid increase in the number of fishing vessels, the open fishing seasons, 
which had at the beginning of regulation been about 9 months. became 
shorter and shorter until the quotas were being caught in 1 to 2 
months. 

The 1937 treaty only permitted 2 open season in any area in 1 year. 
The single short season resulted in some stocks being overfisned, and 
others being underfished, with a naeuad loss of yield. 

After a number of years of urging by the Commission, another 
treaty was ratified late in 1953 which enlarged the Commission to 
three members from each country, changed the name to International 
Pacific Halibut Commission, and permitted more than one open season 
to be established in an area. 

It was by taking advantage of this treaty provision for multiple 
open seasons that the all-time record, 70 million- pound catch, of the 
1954 season, became possib le. 

The Commission is now confronted with the serious problem of 
determining whether the banks can stand such a large catch year 
after year, or whether this catch, which was somewhat greater than 
the Commission anticipated, may be a rhaps excessive. 

Not only is such a determination in line with sound judgment but 
it 1s imperative under the ssedatalatas of this newest treaty that the 
Commission should develop “the stocks of halibut of the North Pacific 
Ocean and Bering Sea to levels which will permit the maximum 
sustained yield from that fishery” and maintain “the stocks at those 
levels.” 

It is understood that this means maintaining the stocks at levels 
which will give the greatest annual catch that the grounds are capable 
of producing year after year. The treaty also stipulates that regula- 
tion be undertaken only “after investigations have indicated such 
action to be necessary.’ 

To carry out this doctrine of “maximum sustained yield” is not 
as simple as it may appear. In fact, up to the present time even the 
definition of the principle is subject to a wide variety of scientific 
opinion and the stock conditions under which the maximum sustained 
yield may be attained in the halibut fishery are unknown. 

The concept is also embodied in the new fisheries treaty of 1953 
between Japan, Canada, and the United States. Although this treaty 
does not purport to affect the halibut treaty or Commission, it does 
make the matter of maximum sustained yield in the halibut fishery 
one of vital importance to both countries in order to insure that the 
Japanese continue to keep out of the halibut fishery of the northeast- 
ern Pacific and Bering Sea. 

Because of this increased importance of accurate, current, and basic 
biological research, as well as the enormously increased difficulties of 
securing the statistics essential to regulation resulting from the con- 
centration of landings in a very short period of time, the great in- 
crease in number of vessels to contact and the splitting of the season 
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into several parts, the forme} appropriations are wholly inadequate. 

In fact, they have not even kept up proportionately to increases 1n 
normal costs. 

Attached is a tabulation of ap} ropriations over 30 years with relative 
purchasing powers which disclose radically decreased funds available 
for researc] ‘desp te the ore it ly increased demands on the Commission. 

Canads has appreciated this situation and appropriated $77,900 for 
the current Canadian fiscal year. 

Under the treaty the Commission can only spend as much of this 
ap] ropriation as 1S equaled by the United States. 

Phe United States appropriated only $49,750 for the current fiscal 
year. Consequently, about $28,000 of the Canadian appropriation will 
lap e. Further lapses will ensue unless the United States makes a 
supplemental appropriation in this fiseal year to equal funds that will 
no doubt be available from Canada after March 30, 1955. 

[It will be seen that the Commission operates on a budget which is 
almost insignificant compared with other types of public fishery 
agencies. The Commission has never even owned a boat and has not 
wished to, Its scientists go out to sea in ordinary fish boats which the 
(‘commission charters when needed. 

Regardless of how economically the Commission operates, com- 
pliance with the mandate of the new halibut treaty appears to be 
utterly impractical without additional funds. 

Attached hereto also are two press releases which have received wide 
and favorable editorial comment in many Oregon, Washington, and 
Alaska ne wspapers. 


ippropriations, and the relative value of usable matched funds, of re gulatory 
erpenditures, and of funds remaining for research, by years from 1925 to 1955, 


nelusive 
| 
Ap] Whole- Relative purchasing power 2 | 
Fisg vear sale | Balance for 
United —_ Usable ap- | Regulatory | "esearch 
Canada . index ‘ ; 
States propriation expenditures 
? $10. 000 $10, 000 67.2 $29, 800 | $29, 800 
1926 15, 000 5, 000 65. 0 46, 200 46, 200 
192 28, 500 28 500 62.0 91, 900 91, 900 
1928 28, FOO 31.000 62.9 90, 600 90, 600 
1999 1 O00 36. 5OO 61.9 100, 200 100, 200 
1020) 31.500 {6 500 56.1 112, 300 112, 300 
} 500 $6, 500 417.4 132, 900 132, 900 
193° 31. 500 sf () 42 1 149, 600 $14, 300 135, s00 
19 29, 000 25, OOK 42.8 116, 800 21, 000 95, 800 
1034 2 an 2 ry) 1S. 7 108, S00 16, 400 92, 400 
19. 25, 000 31, 500 52. 0 96, 200 12, 500 83, 700 
1O%6 0 } ? 95, 200 14, 300 80, 900 
25, OM 3] " A. 1 99, 800 16, 000 583, SOO 
1Q38 25, 000 31. Ay A. 1 97, 800 10, 800 87, 000 
1329 25. 00 2. wy AO. 1 49. 800 11, OOO 8K, SOL 
104 25, 000 25, 000 51.1 97, 800 14, 700 83, 100 
1941 25, OM 28, (WM 6.8 &S, O00 15, 800 72, 200 
25, OO 28. OK 64.2 77, 900 15, 600 62. 300 
1943 27, 100 27, 680 67.0 80, 900 16. 000 64, 900 
27, 100 25, OOO 67.6 74, 000 ] S00 60, 700 
104 97, 10 25, 000 68,8 72. 700 13, 100 59, 600 
194 30), 25, 000 78. § 63, 700 11, KK 52, 200 
104 : wy 40, OO 96. 4 62, 200 12, 400 49) ROO 
1048 31. 5O 0), OOK 104. 4 57, 690 12, 000 45, 690 
M ; wy l 19.2 63, 500 15, 600 47, 900 
35, OOF 2. 871 103. 1 63, 800 15, 200 48. 600 
} my 114.8 81, 900 18, 700 63, 200 
} 419, OOF 111. ¢ 87, SOK 22, 400 65, 400 
l 2,7 49, OOK 110.1 89. 000 93 300 65, 700 
1954 55, 900 iS, 7 110.5 SS, 21 28, 9D0 59, 300 
195 77, 900 40, 7A 110.5 90, 000 $1, 900 AR, If 
U.S. Bureau of Labor statistics (1947-491 
lo nearest $10 ng fluctuat n exchange rates. Only matched funds are usable and pro 
vision for regulatory expenses is obligat 
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INTERNATIONAL PACIFIC HALIBUT COMMISSION 
August 23, 1954 
1954 HALIBUT CATCH BREAKS ALL RECORDS 


The International Pacific Halibut Commission reports that halibut landings on 
the Pacific coast this year have already reached 68 million pounds, about 8 million 
more than were landed during all of 1953. 

By November 15, after which the landing of any halibut is prohibited, the catch 
will probably exceed 69,500,000 pounds, and be greater than the longstanding 
record of 68,750,000 pounds established in 1915 when the fishery was still exploit 
ing virgin stocks in the Gulf of Alaska. 

Under the unrestricted fishing of those earlier years, the annual catch declined 
rapidly to about 50 million pounds in spite of constantly increasing fishing and 
expansion to new grounds. In 19381, when fishing had extended clear into the 
Bering Sea, a 9-month fishing season was required to secure a catch of only 
44,200,000 pounds. Fishing became unprofitable. 

The Commission has managed the halibut fishery under treaties between the 
United States and Canada since 1982. 

By controlling the amount of fishing, it has improved the stocks, made fishing 
more and more profitable, and made possible the taking of larger and larger 
annual catches. 

In 1952 and 1953 under careful regulation, annual catches averaged 61,750,000 
pounds, ar. increase of 17,500,000 pounds over the catch taken by the unrestricted 
fishery in 1981. This was as much as Commission could safely allow to be taken 
from the banks under the treaty limitation which confined fishing to a single 
season of the year. 

The new halibut treaty ratified last year permitted the Commission to estab- 
lish more than 1 season in any area, so that advantage could be taken of stocks 
which afforded the best fishing at different times of the year. 

This treaty change had been urged by the Commission since 1946. Under the 
new flexible authority, this year’s regulations provided such additional open 
seasons as the Commission believed could be established without depleting the 
stocks. They resulted in the present increase in catch. 

The ultimate goal of the Commission is to secure the greatest possible annual 
yield that the banks are capable of producing year after year. 

To maintain such a stabilized production on a high level requires allowances 
for the natural year-to-year variations which appear to be inevitable in ocean 
fisheries. Hence, although the Commission is pleased with the greatly increased 
catch, it recognizes that it must carefully analyze the effect upon the stocks 
and must continue experimentation as the only practical way to know what is 
happening. 

The 1954 catch will be 25 million pounds greater than the annual total in 1931, 
the year preceding regulation. At present dockside prices to the fishermen, the 
gain for this year alone is worth about $4,250,000. This is three times the entire 
amount of money appropriated to the Commission by both countries from the 
time of its creation in 1923. 

Members of the Commission are: 

For Canada: 

George R. Clark, Ottawa 

Harold Helland, Prince Rupert 

Richard Nelson, Vancouver, British Columbia; 
For the United States: 

Edward W. Allen, Seattle 

J. W. Mendenhall, Ketchikan 

Seton H. Thompson, Washington, D. C. 

Edward W. Allen and George R. Clark are chairman and vice chairman 
respectively during the current year. 


INTERNATIONAL Pactric HAatisut COMMISSION 
September 16, 1954 
RECORD PACIFIC HALIBUT CATCH WORTH $14 MILLION 
The International Pacific Halibut Commission reports that the recently an- 


nounced all-time record halibut catch of 70 million pounds is worth over $14 
million at wholesale prices. The catch as landed was worth over $11 million 
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to the 670 regular halibut vessels and 600 small boats and to the 4,000 fishermen 
inned them. 
Witl e closure on September 9 of the last regular halibut fishing seasons in 
western Alaska grounds i ding Bering Sea and in the waters off 
hern Ore n and northern California. it is now evident that the 1954 total 
eatel be slightly over 70 million pounds Small quantities of halibut will 
mitinue to be landed under permit until November 15 by setline vessels fishing 
I rie >) t 
When regulatio1 egan 28 vears ago the catch was only 44 million pounds 
nd a 9-month season of fishing was required to make the catch. Under the 
Halibut Commission’s management there has been such a progressive improve- 
of the stocks that the present 70-million-pound catch was taken in about 
é“ onths of shing 
The accumulated gain ir production over the 1951 prereg llation level now 
Is 1 y 2501 i pounds of It, Worth « 39> million to the fleets 
he f ha revailed during the period. I on to this direct gain 
1 l 1e required to tak he increased catch has left the fleets free 
gage in other fisheries or other activities. This saving of effort has been 
th at least S20 million to the fishermen 
Mhe combined economic gain of over $50 million has resulted from appro- 
priations to the Commission of $1,750,000 by both countries combined during 
the entire 30 years of its existence Canada and the United States have indeed 


enjoyed an extremely high return from their investment 


The increase in halibut production in the 1 Pacific coast fishery is in 





sharp trast to what has occurred in unreg fisheries elsewhere. Re- 
duced fi g due to the war gave European banks a chance to recuperate, but 
the cat from the unregulated European halibut fishery has now declined from 
a@ pos 1950 high of 31 million pounds to about 20 million annually 

Over the same 5-year period the Canadian Atlantic catch has declined from 
10 million pounds to under 5 million The New England catch that many years 


>} million pounds annually has been at or well 
below one-half million pounds during the past decade 


il 
ago amounted to as much as 1] 


As a result of these production declines in the unregulated fisheries and the 
increase in the controlled Pacific fishery the Pacific catch this year will represent 
about 75 percent of the world halibut production compared to 58 percent in 1950 

R t 


egulation of the Pacific halibut fishery and all investigations of the fish 
ocks by the Commission, including the tagging of nearly 55,000 halibut, have 
been accomplished with very modest annual appropriations from each Govern 
ment, ranging from $25,000 in 1935 to $50,000 at present This increase in 
funds has been more than offset by the decline in purchasing power during 
e same period 

The increase in the number of halibut vessels whose catches must be checked 
from 250 to 670 and the increased complications arising from the subdivision 
of areas and the increased number of open seasons required to get the greatest 
production from the different stocks, all demand increased research and super 
vision at substantially increased cost in order to be effective. No such increases 
have been appropriated. 


Mr. Totterson. Thank you, Mr. Bell. Mr. Allen. 

Mr. Anten. Mr. Chairman, I would just like to have three members, 
representing three branches of the industry speak one word each, 
with no protracted discussion, if I may . 

Mr. William Calvert, San Juan Fish & Packing Co. 


TESTIMONY OF WILLIAM CALVERT 


Mr. Catvert. Mr. Chairman, I would just like to make the state- 
ment that we highly endorse the work of the Commission. 

Mr. Totuterson. Thank you, Mr. Calvert. That is brief and to the 
point. 

Mr. ALLEN. He represents one of the largest cold storage houses 
in this area. 

Mr. Totierson. I am acquainted with the San Juan Fishing and 
Packing Co. 
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Mr. Hansen. Mr. Chairman, I represent the Fishing Vessel Owners 
Association. I also feel that the Commission should help to appro- 
priate enough money so that we can keep the Commission going—I 
mean the staff, keep the staff going. 

Mr. Totierson. Thank you, Mr. Hansen. 

I think I can assure you that the committee feels similarly. 

Mr. Atnen. And Mr. Harold Grotle, the head of the Deep Sea 
Fishermen’s Union of the Pacific. 


TESTIMONY OF HAROLD GROTLE 


Mr. Grorte. Mr. Chairman, on behalf of some 5,000 men up and 
down the coast, as far as I know we are all in favor of the work 
that the Commission has done, and sure do like to see it continue, 
because I have seen times when the fish were plentiful in former years, 
and I have also seen the times when the banks were depleted, and now 
we have had a bumper year that exceeded any year that we ever had, 
and we would like to see it continue, not only for the men that are 
living now, but for the future generations. 

Mr. Touierson. We would like to see the fish keep coming. 

Mr. Auuen. I could say a lot more about this Halibut Commission 
but it is getting late and therefore I would like to next introduce 
Mr. Robert J. Schoettler, of the International Pacific Salmon Fisher 
ies Commission. Mr. Schoettler is also the director of the State of 
Washington Department of Fisheries. 

Mr. Totterson. Mr. Schoettler, we are pleased to have you, sir. 


TESTIMONY OF ROBERT J. SCHOETTLER 


Mr. Scnorrtier. I am director of the Washington State Depart- 
ment of Fisheries, and I have been the past Chairman of the Inter- 
national Pacific Salmon Fisheries Commission and a Commissioner 
at the present time. 

Mr. Chairman and gentlemen, it is a real pleasure for us to have 
this opportunity to meet with you and this particular year is quite 
significant for the Commission, in that Washington and British 
Columbia have enjoyed the finest sockeve fishing since 1913. It is 
also interesting to note that this particular run this vear is the largest 
cycle run on record, at the present time—914, million soc] eve were 
taken, which were evenly divided by the terms of reference of the 
convention between Canada and the United States, and their value in 
canned salmon potential is approximately $30 million. 

I might point out that this particular catch—the combined eatch 
represents more than all of the sockeye produced in Alaska this year. 
I think that that is quite important to note that. 

In the past 4 years of the production of the Fraser River under 
this particular management, it has shown that each year has proved 
to be a record. 

Just as a matter of comparison, the production of the past 4 years 
exceeds the production of the previous 4 years by an excess of $40 
million. 

Now. the Commission was formed in 1937. There was, of course, a 
recognition of the need for such international cooperation. That goes 
back to some historical records as far as 1905 and 1906. However, 
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there were difficulties in getting the Commission established. Some 
of the presentations were not acceptable, apparently to those at that 
articular period. 

We feel this way in the Commission, that actually the gross expendi- 
ture of Canada and of the United States to date, since this Com- 
mission has been formed, is a trifle over $4 million, and yet we have 
a return of over $40 million. 

We have had some difficulties with out budget, and I wish to say 
that your chairman here really has helped us out, and obviously I am 
sure he must have called on some of the other men here to assist. 
However, we asked for an increase in our budget of $4,500 for this 
current year. We are asking now in our next budget an increase of 
$4,185 over our present budget, which is $139,500. 

Now, there is something that people have not realized, that our 
money is no longer the top dollar of the world. The Canadian collar 
supersedes ours, and we have to take a discount on our money in the 
matter of the difference. And this appropriation is exactly $4,185 
to match Canada’s $139,500, since by the terms of reference of the 
convention, for every dollar spent on one side there must be a matching 
dollar on the other. Our failure to have an increase of this character 
automatically cuts the Canadians. We have other projects in mind. 

Mr. Totterson. When the exchange was the other way around, did 
the Canadians appropriate accordingly ? 

Mr. Scnorrrier. Yes; they made up the difference. They have 
always accepted the recommendation of the Commission on budget 
without question. 

There has always been a vote in council and it has always been an 
excess allowance, and they always have to revert their money back 
again, just as in the case of our sister agency, the Halibut Commission, 
which is experiencing the same thing. We certainly need these funds 
to maintain our activity at the speed that we have been moving along 
recently. 

Mr. Totuerson. In other words, the Canadian members of the Com- 
mission do not have the difficulty with their Government obtaining 
the funds which they request? 

Mr. Scuorrrier. That is correct. And I might point out that 
they rather resent the attitude of the American Government in failing 
to match the funds that they would like to spend in view of the fact 
that this entire watershed of 90,000 square miles is entirely within 
Canada, but not one single fish is spawned in American waters, that 
we don’t produce or contribute even one drop of water to this entire 
watershed. 

Well, they would like to see the great Fraser River watershed devel- 
oped, and it is quite obvious that we can double the production that 
we have today. 

[ can readily understand the feeling of our colleagues. They feel 
that America should not be dictating how Canada should develop its 
watershed, but under the convention there is nothing to do but wait 
until we come along a little faster in our activities. 

Now, there are other people here that I would like to call on briefly, 
and, of course, a colleague on the Commission with me, Mr. Alton B. 
Jones, a Commissioner. I would like to have him say a few words, 
and then I would like to call on the other gentlemen that are here, 
with your permission, sir. Mr. Alton B. Jones. 


rs 


WEST COAST MARITIME INDUSTRIES SURVEY 157 


TESTIMONY OF ALTON B. JONES 


Mr. Jones. Congressmen, my name is Alton B. Jones. I am the 
secretary of the International Pacific Salmon Fisheries Commission, 
and I am only going to say a few brief words in emphasis of the 
remarks made by Mr. Schoettler; that it has been very embarrassing 
to find the fine cooperation that we have from Canada, and then 
be rebuffed by our own Government in an attempt to back up this 
woer nt of this great resource. 

The Canadian people have been very, very grand in their determi- 
nation not to fall into the same mistakes that we have made down 
here in the matter of dams on their rivers, pollution, and things of 
that nature; and I only wish that the other problems of the world 
could be met as firmly and as nicely as they are done by our sister 
nation on the joint commissions. Thank you. 

Mr. Totierson. Thank you, Mr, Jones. 

Mr. Norsiap. Have any of you appeared before the Appropriations 
Committee, rather than just having a State Department representa- 
tive there / 

Mr. Jones. We have in the past, Congressman, Al Bay, when 
he was a member of the Commission, appeared many, many times 
before the Appropriations Committee, and he was very, very 
successful, 

Mr. Noretap. I just gathered from the remarks today that some 
of you may feel that you are precluded from appearing before the 
committee, which is not so. We can certainly arrange that for you. 

Mr. Jones. Well, we get blocked along the line, Congressman. 

Mr. Norsiap. I can understand that, but you can “personally go 
insdiaee ies aoaealitiae 

Mr. Jones. Oh, yes; we have done that with success, 

Mr. Auten. There is another feature of that, Mr. Congressman, 
and that is, theoretically we may appear, but practically we can’t— 
I mean the public members. I am not speaking of the official mem- 
bers, like Mr. Day, who is in the Fish and Wildlife Service and 
who is right there in Washington so he could be called up when the 
matter came up. Like—this year I said that I would be glad myself 
to go back and endeavor to appear before the Appropriations Com- 
mittee, if 1 knew when to come. I knew when to come after it was 
over. 

Mr. Norsiap. Well, drop me a note next year in January, and I 
will arrange it for you. I will promise you that. I come from 
Astoria, so I am somewhat interested in the salmon industry, so I 
will be very glad to arrange an interview for you with the committee. 

Mr. ALLEN. Well, that is the fact. It has not been made practical 
for the public members to get there. The official members who are 
back in Washington, that is different, but they have their tongues 
tied, as you know. We don’t. We are willing to speak our piece, 
but not invited to speak our piece. 

Mr. Norsiap. You are invited right now, sir. 

Mr. Scuorrrier. The next speaker I would like to call.on is Mr. 
Walter Hossfeld, who is a salmon purse seiner, and who has been 
in the business for some 40 years, and I would just like to have you 
hear a professional opinion of the operation here. 
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TESTIMONY OF WALTER HOSSFELD 


Mr. Hossrevp. Mr. Chairman and members of the committee and 
friends, my name is Walter Hossfeld. I have been a commercial 
fisherman for 40 years, like Mr. Schoettler has told you. 

Salmon conservation is something all commercial fisherman are 
very vitally interested in. 

I would like to go back to the beginning of my fishing career, and 
try to point out to you Ww hat planned conservation has done and means 
to the commercial fisherman. 

In 1913 I was 9 years old. How well | remember the big run of 
that year, and also of 1917. From then on the seasons were very, very 
poor, and I have some very sad records ot those years at home. 

After I left school I fished halibut in the winter and spring and 
salmon dur Ing the open season on Puget Sound and in Alaska. 

One year we made 13 halibut trips. We averaged about 10,000 
pounds a trip, \ ith out largest {1 ip about 1 £000 pounds, and that was 
for 7 or 8 days of real fish ng etfort. 

Now. since the Commission has rehabilitated the halibut on the 
coast, 15,000 pounds is quite common for 1 day’s fishing effort. 

After getting paid off with $23 for a salmon season, and very little 
from the halibut, I quit the business and fished herring for several 
years, and then went into beam trawling. 

At that time I had the biolog sts out W ith mea number of times tag- 
ging bottom fish. That is the time my eves began to open to what 
research and conservation could do for a sick industry. 

Now the Halibut Commission has already proved what they can 
do, and likewise the Salmon Commission and the State department 
of fisheries. 

Now, these larger runs of fish haven't been just a freak of nature. 
There has been a lot of planning and hard work by some very brilliant 
conservationists, and their work to the individual fisherman and the 
economy of the Pacific Northwest has been tremendous. 

Sonce 1940 many new types of modern fish boats, have been built, 
and new types of modern fish boats, have been built, and new types of 
fishing gear. All because of the confidence we as fishermen have been 
given by the Commission as to their ability to rehabilitate the fish 
mour area. 

We all hope Wash noton \ il] o1ve the (Commissions their whole- 
hearted support, and the tools to work with, for they certainly have 
proven to the industry the truth of what conservation and research 

] 
can co. 

(nd I am sure that they have the s ipport and the confidence of all 
the commercial fishermen. 

Mr. Tor LEFSON,. Thank you very much Mr. Hossfeld. 

Mr. Scnorrrier. The next gentleman I would like to present at 
this time is Mr. Tom F. Sandoz, president of the Columbia River 
Packers Association. The business of their company extends from 
the Columbia through the State of Washington and into Alaska. 
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TESTIMONY OF T. F. SANDOZ 


Mr. Sanpvoz. My name is T. F. Sandoz. I am president of the 
Columbia River Packers Association, Inc., Astoria, Oreg. 

Mr. Chairman and members of the committee, I would like to give 
just a brief, extemporaneous statement regarding the position of the 
industry with respect to the commission form of administration of our 
fishery resources, 

You have heard some of the difficult problems that the men in the 
biological field are coping with, and the ramifications of problems in 
a fishery resource, but I would like to bring out just briefly a few of the 
intangibles that raaybe you don’t see and do not appear in the briefs 
that are filed with you, but are real.’ nevertheless. 

In the first. place, I served as an industry adviser on several of your 
international commissions, ranging from the Tropical Tuna Commis- 
sion to this recently created North Pacific Commission that will deal 
with Japan and Canada. 

I also served as an adviser to the Pacific Ocean fisheries investiga- 
tion program based in Hawaii, which is basing its efforts on the in 
ternational high seas picture on tuna, 

My company, operating as it does in practically every phase of this 
Pacifie-coast fishery has a real and continuing interest in resource 
management, and I think that is true of every major company in the 
business, and I know that the fishermen are taking a real and a direct 
interest in the work of these commissions, because vou are dealing 
with or approaching the very lifeblood of the fishing business. 

The wonderful showing this year of the return of the sockeyes has 
had and will continue to have a very signal effect on the work of these 
other commissions and in other fields, State fishery department by the 
State Department of Fisheries, and our three, in our three respective 
States on this Pacific coast. It definitely is going to have a long-range 
effect in coping with this very difficult international problem of 
administration of high seas fisheries where the fish are out there and 
the nationals of various nations are all trving to catch that fish. 

From a practical standpoint it has already had, I think, a very direct 
effect in the thinking in our financial circles. I don’t know of any 
other indus stry that one might mention that requires as heavy bank 
financing. It is highly seasonal, and taking a year’s production ina 
matter of, like in Bristol Bay, of a month, and then having to finance 
that throughout the year to carry on all of the marketing problems, 
the merchandising and the advertising programs that are incidental, 
and the necessity in modern-day food merchandising imposes real 
financial problems upon the processors and the distributors. 

And the fishermen, when ‘om go to replace their fis hing vessels 
today at this high, inflated economy, it entails real financial problems 
for them to do so, and if the b: unking circles do not have confidence in 
the resource, if they are uncertain as to the proper management of the 
resource, you will find them much more difficult to deal with. So that 
has a very real effect, and a very desirable effect. 

Then when it comes to the processing, we have to lay out our 
budgets, and we have to plan ahead, and tod: ay where more and more 
of the responsibility of moving a product into consumption is the 
responsibility of the packer’s long-range advertising budget, it is very 
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desirable to know and to realize that this management is getting on a 
ound basis because you Pp yan much more inte lige ntly. 

(nd from the st: undpoint of the State Departenc and its budget, 
I would not atte mpt to go into other things that are in their budget 
n international relations, relations internationally, but this I do know, 
that I question if there is another dollar spent by the State Depart- 
ment that will have a more salutary effect in our international rela- 


tions than this money that is being spent through these Commissions. 
I question if there is anywhere near the dollar return in tangible 
ind direct results as is enjoyed by these moneys that are spent on 


resource Management. 

1 would like also to point out that we are dealing here with a way 
and means of trying to continue to harvest the food-producing capac- 
ity of the sea. It may give you a little different thought, but it is a 
sound, practical approach. 

If you destroy these races of fish, or if you fail to preserve the 
salmon resource and the halibut resource and the tuna resources, man 
loses his ability to enjoy the food-producing capacity of the sea. 

I want to stress, too, that it is the most essential and healthy nutri- 
tional type of food that the human body requires—protein. Prac- 
tically all of these fish average better than 20 percent in protein value. 
There is another very tangible thought in this overall picture, [ think, 
and that is the ability of the sea to support these harvests is inex- 
haustible, and that is something entirely different than the ability of 
Jand to keep on producing food for our ever-increasing population. 

Now, I have made it my business— 

ate Toutierson. May I interject at this point ? 

Mr. Sanpoz. Yes. 

Mr. Touterson. Well, although the ability may be inexhaustible, the 
fact remains that fish runs have dissppeered. 

Mr. Sannoz. That is the contact with it, but the tremendous nutrient 
salts and the tremendous forage of the sea is practically inexhaustible 
in the law of the life in the sea, where it produces the amebas and the 
microscopic food, the plankton, as we c all it, and then the crustaceans 
ind the squid, and then the salmon and the tuna and these, all these 
other fish that live on this higher level of life. 

Mr. Toutierson. What you are saying is that the sea can produce 
an inexhaustible supply of fish, if we will let it ? 

Mr. Sanpoz. That is right: and if we properly husband the re- 
source, and I think the objective here simply is that what we are 
striving for is to take the maximum annual production without im- 
pairing or decimating or injuring’ the resources, and its ability to 
reproduce. 

One other thought and then I will close. 

I have made it mv business to take time to go to the watersheds 
here in the Fraser River and to see in the field the work that the staff 
of the International Sockeye Commission is doing. 

I am tremendously impressed with the type of men that they have, 
an esprit de corps : and the close attention to details. And they follow 
these fish right up to the end, and they are observing every action of 
these fish. 

It is, indeed, a commendable program, and I recommend it most 
highly, and urge your continued favorable consideration of their 
budgets, because I think it is money well spent. These dollars that are 
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produced through the taking of these fish are new dollars. They are 
dollars that did not exist before. It is new wealth. It is entirely a 
different type of wealth than a trading profit or a mercantile profit. 
It is the kind of wealth that has made this country what it is today— 
the conversion of our natural resources into tangible wealth. 

Now, I thank you. 

Mr. WestLanp. I, for one, certainly agree with what Mr. Sandoz, 
Mr. Hossfeld, and Mr. Allen have had to say on this budget. 

Where a budget of approximately $140,000 can produce $30 million 
of new wealth, as you expressed it, then certainly it is a pleasure for 
any Congressman to go before a budget committee and sell that kind 
of idea, to see that they at least provide matching funds for a country 
of some 14 million or 15 million people. 

Mr. Totierson. I want to say that Mr. Jack Westland has been 
most helpful on all of our fishery and merchant marine problems back 
in Congress. 

Mr. Scuorrrier. Mr, Chairman, Mr. S. M. Rosenberg, from Seattle, 
the president of the New England Fish Co., was not able to stay up 
to this particular time in the evening, so he asked if he might have 
the privilege of filing a brief with you. 

Mr. Tou.terson. He may have it, and so may any other individual 
who wants to testify upon this matter. 

I would only ask that the statement be sent to me within the next 
few weeks. 

Mr. Scuorrrier. I will convey that message to him. 

Now, our last. presentation will be from Mr. Roy I. Jackson, who is 
the Assistant Director of the Sockeye Commission, and who has been 
with the Commission since it was first formulated in 1937, and he will 
read a brief or a paper for the Commission. 

Mr. Jackson. Thank you. 

Mr. Norsiap. It would be interesting to know if you could de- 
velop just how much assistance you people get on any of these com- 
missions from the Fish and Wildlife Service. 


TESTIMONY OF ROY I. JACKSON 


Mr. Jackson. My name is Roy I. Jackson. I am the Assistant 
Director of the International Pacific Salmon Fisheries Commission. 

[ had intended to offer you gentlemen this brief which Mr. Schoet- 
tler has mentioned, and also to make a few extemporaneous remarks 
concerning both our accomplishments and our future problems 

In the course of those remarks I can touch on your questions. 

I might begin my statement by saying that we work very closely 
in our Commission with the Department of Fisheries of Canada, 
which is a Federal group controlling fisheries in all of Canada, and 
also with the State of Washington, which is the regulatory authority 
in this State, Mr. Schoettler’s de *~partment. 

On our high-seas regulations problems we work with the United 
States Fish and W ildlife Service, and we have close liaison with the 
various scientific branches, particularly with the United States Fish 
and Wildlife Service on problems of common interest. 

We have no direct staff interchange or representation, although 
over the years a number of our people have migrated between the two 
groups. 
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I think that the 1954 Adams River sockeye run, which has been well 
mentioned in the past few weeks, offers a very good indication of 
What the Salmon Commission has been able to do in fishery man- 
agement. 

In 1950 beeause of the events that occurred to the parent genera- 
tion in 1946, the Adams River sockeye run was a commercial failure. 
The total catch of Adams River sockeye was only 1,500,000 fish in 
L950 by both countries. 

This year, by contrast, it is 8 million fish. Out of that rather poor, 
very poor return, the Commission by prompt action was able to sal- 
vage an adequate spawning escapement of about a million and one 
quartel fish in 1950. Those fish were enable to bypass the nets on both 
sides of the border, and to go on up the river precisely on time, and to 
arrive on the spawning grounds in excellent condition. 

Phe result was a total return this year of 8 million fish to the com- 
mercial fishery, and an adequate escapement of as yet unknown num 
bers toward the spawning grounds. Those fish are on their way now: 
they are strung out for about a hundred miles in the Fraser and 
Thompson Rivers. 

Mr. To.LurFson. They will be counted 7” 

Mr. Jackson. They will be counted when they reach the spawning 
grounds, but as you know the Salmon Commission also built fishways 
ut Hells (rate and other points some years avo. Now those fishways 
have not been intimately concerned in past years with the welfare of 
this particular race, but in 1950 or 1954, as you all know, we have had 
avery bad wet vear. 

The Fraser River, as a result. has been so high that without the 
help of the fishways at Hells Gate, the entire escapement now en 
route up the rivet would have been destroyed. So you would have had 
a complete failure in 1958, and subsequently. 

So we feel that the run was saved by scientific management in 1950 
and ciitataaies In 1954 by fishways which the Commission con- 
structed, 

Now, there are other things that we could point to in support of 
this Commission’s work. The treaty requires that each country be 
fviven or allowed to take 50 percent t of the allowable catch each vear. 

The Commission has now been regulating for 9 years, and the 
discrepancy between equality of the 2 shares is less than 1 percent. 
It is about one half of 1 percent lack of equ: dias That break between 
equi Ma divisions represents actually less than 1 day’s catch, so we feel 
that we have substantially achieved _ equality the treaty calls for. 

ah contrast, in the 10 years from, or before the Commission reg- 
ulated the fisheries, the United States was only able to take 37 percent 
= the catch. That ae between 37 percent and 50 percent 

applied to these recent years, represents about $12 million in addi- 
Hone income to the United States fishing industry. 

1 addition to having record catches, the Commission has been able 
to assure good future returns, because you cannot take it all in catch. 
You must preserve an ade ju ite ae escapement, and we have 
been able to steadily build the spawning escapements, so that we 
have every expectation of further progress toward full rehabilitation 
of the Fraser sockeye salmon in the future. 

We have also been able to restore some of almost barren spawning 
streams of the Fraser, the very import: int Quesnel River run, for 
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instance, was down to approximately 1,000 spawning fish just 3 cycles 
ago, and in 153 we had a total catch of approximately 400,000 soc ‘keye 
from that system, and a spawning of 105,000, which means that it is 
well on the way toward complete restoration. It has already made 
a contribution of about a million dollars in catch last year, and the seed 
has been sown for a further return in 1957. 

A system you won't be familiar with, but I will mention it, is the 
upper Adams River. It is an upstream tributary of the Adams River 
system which in years past had a separate run of very significant size. 
That system has been barren of sockeye for 41 years, since 1913 

This year, for the first time, we were able to introduce a new stock, 
a new race of sockeye into that system, and to get a total return after- 
ward of about a thousand fish, of which 200 spawned successfully, 
leaving us with the belief that we are on the threshold of restoring 
the upper Adams race, which is necessary if we are going to ever reach 
full rehabilitation. 

I think the gentlemen who have spoken before me have expressed 
the industry’s acceptance of our program beyond anything I could say. 

Internationally, I am sorry Mr. Rosenberg of the New England Fish 
Co. could not speak, but he is active in the fishery on both sides of the 
border; but we have had excellent acceptance of our work in Canada 
as well as in the United States. And work of this type gives a mutual 
understanding and a.mutual sympathy, and an appreciation of prob- 
lems on both sides of the line that does a great deal toward fostering 
friendly relations between two groups of people who commercially, 
at least, could be divergent. 

We do have a great number of future problems. I think perhaps 
the more difficult problems are the ones we still have left to solve. We 
have to be sure that the biological principles on which we are manag- 
ing this fishery are sound and proven. Each year that we operate 
lends some additional support to that belief, but we have a long 
way to go. 

Salmon management is a very difficult thing to carry on, particularly 
in the face of technological changes in gear, increasing fleets, increasing 
fishing pressure, and increasing industrialization of the watersheds 
which you must have to raise sockeye salmon. 

We hs ave at present about 3.700 boats pursuing Fraser River soe ‘keye, 
and those fish, all those fish must come through a funnel and run a 
gantlet of 60 miles of river, so the gear has a potential of w iping out 
a race or of wiping out an entire stock in a day or 2 days or a week. 

It takes—for example, this year the Commission has had to have 
nine emergency meetings to modify the fishing regulations in order 
to take account of shifting gear and shifting pressure and fish that 
did not behave quite accordil g@ to plan. 

You must be constantly on watch in order to protect a race that may 
last for 1 or 2 days only in the fishing areas. 

The industrial deve lopme nt of the watershed is a growing problem. 
We have pulp mills, oil refineries, power de ‘velopment— a great many 
things facing us which we must work ahead of in order to have the 
answers when the industry breaks on us. And we must have a con- 
tinuing body of scientific research and management research directly 
applied to the Fraser River sockeye. 
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In order to go the rest of the way toward full rehabilitation of the 
Fraser River for the United States and Canada these things must be 
continued. 

Thank you. 

Mr. Totierson. Thank you, sir. 

Mr. Jackson. This is the summary of which Mr. Schoettler spoke. 


A Suswmary or THE Opsectrives, ACCOMPLISHMENTS, AND FurTurRE 
PROBLEMS OF THE INTERNATIONAL Paciric SALMON FIsHERTES Com- 
MISSION—OCTOBER 4, 1954 


The Fraser River is one of the world’s greatest salmon producing 
systems. Its greatly decreased production after 1915 brought about 
the formation of the International Pacific Salmon Fisheries Com- 
mission in 1937. The convention between the United States and 
Canada created the six-man Commission for the purpose of protection, 
preservatiol ~and extension of the sockeye fisheries ot the Fraser River 
system. Costs are shared equally and fishing regulations must effect 
equal division of the catch between the two countries. Eight years of 
scientific research—two 4-year cycles—were to precede the Commis- 
sion’s right to exercise regulatory power over the fishery, beginning 
in 1946. 

In the last four fishing seasons, 1951 to 1954, the results of the pro- 
eram of this Commission have increased production of Fraser River 
sockeye salmon by over $40 million as compared with the preceding 
+ years. 

‘The following table illustrates the increased pack, in terms of stand- 


} 


ard cases of 48 pounds each, using the wholesale value of the product. 


|, 


l } | Increased pack 
I t Year } over paren Parent 
iR-pou ea | year (48-pound year 
107) 216. 62 { 1953 191, 17¢ 1949 
1952 : 78, 361 1948 1954 752,000 | 1950 


Poti 1,238,158 cases, at $33—$40,869,214 


The tributaries of the 90,000 square-mile Fraser River watershed, all in 
British Columbia, had produced a peak catch of nearly 380 million sockeye 
2,392,895 cases of 48 pounds each) in 1913. This catch would be worth nearly 
SSO million at today’s wholesale prices. The catastrophic decline in production 
since 19153 has caused an estimated loss of $1 billion in income to the fishing 
industry of the 2 countries. 

The Commission’s first years of research proved that Hell’s Gate Canyon on the 
Fraser, 130 miles above the sea, which had all but exterminated the escapement 
from the record 50 million fish catch in 1913, had continued to be the major 
cause of the decline of Fraser sockeye, although ostensibly made passable in 
1914. 

Competitive fishing by the two countries on the residual stocks aggravated 
the problem. As a result, two generations later, in 1921, the catch had fallen to 
less than 1,800,000 sockeye. 

Fishways or fish ladders of unique design, built by the Commission in 1945, 
solved the problem of Hell’s Gate. For the first time in 32 years sockeye and 
other salmon were able to pass up the river to their spawning streams regard- 
less of water levels. The Commission built 11 fishways in all at 3 rugged, 
isolated natural obstructions between 1945 and 1951. 

Although the principal problems of physical obstruction to migrating sockeye 
were defined and solved many biological problems remained. Research on the 
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principles of salmon management had nowhere progressed to the point where 
standardized methods could be applied to the problems facing this Commission 
on the Fraser River. 

Biological research disclosed the existence of separate “races” of sockeye in 
each Fraser tributary. Each has its own timing of migration, optimum 
abundance, degree of depletion, and requirements for protection. 

This meant that traditional types of seasonal regulations would allow the 
fishery to nearly destroy certain races and allow wasteful and damaging over- 
escapements of others. 

Seven thousand fishermen manning 3,600 boats can wipe out whole stocks of 
concentrated migrating sockeye if precise and correct regulatory controls are 
not rapidly applied. New techniques were devised to measure each day the per- 
centage of each major race comprising the day’s catch so that detailed regula- 
tions could take account of the requirements of each race. 

Regulation of the fishery was successfully based on the premise that only 
fish comprising the peak of abundance of each racial migration were properly 
timed for most efficient reproduction. 

Statistical systems were devised to provide the Commission with almost in- 
stantaneous knowledge of the daily catch by all gear in both countries. This is 
essential to intelligent management of the extensive and highly efficient fishing 
fleets in order to fulfill treaty requirements. 

tesults of the Commission's efforts in scientific restoration and management 
of the Fraser River sockeye are beginning to be shown. The table shown below 
shows the most obvious record of accomplishment—increased catches of fish 


, Perioc 

Yea 48-1 i 
1910-13 . 3, 286, 148 Period of abundance, 
1918-21 ; 427, 271 Effect of Hells Gat 
1947-50 se 553, 2¢ I | Cor ssion controls, 
1951-54 ‘ 1, 812, 423 Ist “be ne fit 


The figures for 1910-13 are representative of the Fraser River at 
full production. At the de pia air Nea ng in 1918-21 it may be noted 


that total production was only 18 percent of the 1910-18 catch. 
During the period 1947-50 ‘A Cc ommission reduced the catch mark 
edly to allow increased esc apements of spawners of all races. Asa re 


sult, in 1951-54 the catch rose to 1.812.423 cases, over 4.2 times as 
much as the total catch of the 1918-21 period. 

As has already been stated, the increased catch in the 4 years 1951 
54 has added approximately $40 million in canned salmon, sockeye 
salmon, to the regional income, as compared with the preceding 4 
years. 

This exceed nearly tenfold all costs of the Commission to both coun- 
tries in its 17 years of existence, including capital outlay for fishways. 

The 1954 run alone, restored by scientific management from a near- 
failure in 1950, has exceeded all runs in the history of its own cycle, 
and all runs on any cycle since 1913. 

In addition to increased catches, the Commission’s management 
methods have substantially increased the abundance of spawners. 
This will lead to further increases in future catches of many races. 

Almost perfect 50-50 division of the maximum allowable total catch 
between fishermen of the 2 countries has resulted in the 9 years of 
Commission regulation. 

The discrepancy between the 2 total shares is less than 1 percent. 
In contrast, in the 10 years immediately preceding the Commission’s 
exercise of regulatory power, the United States share was only 37.5 
percent of the total catch. 
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The once-great Quesnel run has been brought back from commercial 
extinction to a production of nearly 500,000 sockeye in 1953. A sub- 
stantial fecthor increase is indicated for this race in 1957. Proposed 
hydroelectric projects here and on the important Chilko River have 
been diverted to nonsockeye producing streams. 

The completely vanished race of sockeye whic h once re produced in 
the upper Adams River has been replaced by a tr usplanted stock 
which produced nearly 1,000 sockeye in 1954. This very large area is 
now believed also to be on the way toward full restoration of pro- 
auction. 

Those planning industrial developments in the Fraser Basin are 
well aware to the resurgence of sockeye production—consequently 
cooperation mn providing protection for the salmon resource of ob- 
structions, diversions, and pollution is somewhat easier to obtain. 
Members of the fishing industry in both countries are conservation 
minded, providing an example of effective achievement through i 
ternational cooperation. 

As to future problems : 

Although the trend of depletion has been solidly reversed much 
remains for the Salmon Commission to do in fulfillment of its tre aty 
ob ligations. 

In particular, its scientific principles of management must be care- 
fully verified and refined. The complex relationship between the 
species and its reproductive environment must be fully understood. 
Failure to understand these prince iples has cost the salmon industry 
hundreds of millions of dollars in lost revenues on the Fraser River 
alone. The numbers of boats aa fishermen and their improvements 
in gear threaten continually to outstrip the effect of the Commis- 
sion’s regulations and to obsolete its statistical indexes. 

Industrial expansion in British Columbia creates a never-ending 
succession of problems in maintaining and protecting the fresh-water 


access, Spawning, and rearing areas vital to the sockeye and all salmon. 
Advances in technology of other industries require advances in pro- 
tective measures. Research leading to effective fisheries protection 


must precede the rise of the hazards 

Salmon and civilization have not p yroved compatib le elsewhere. If 
the Commission is to continue its success on the Fr: ser and prove the 
principles on which it operates, it must continue its operations for 
many years to come. Scientific research and management are essen- 
tial to the continued existence and erowth of this valuable interna- 
tional resource 

Mr. Scuorrrier. Thank you, Mr. Jackson. 

Mr. Chairman, in my closing remarks I would just like to mention 
that the rehabilitation of that river holds some marvelous potentials, 

I just returned from a trip up to the headwaters of the Nadena 
River, about 720 miles from the mouth, a very excellent run there. 
We have a ladder job that will probably- —that we will probably be 
suggesting moneys for in the it too-distant future. 

I might point out here in the State of Washington we are buil ling 
ladders now in excess of $2 million at the present time. This par- 
ticular ladder that I speak of will add again a tremendous oppor- 
tunity in bringing back additional runs of sockeye that we will con- 
tribute each vear to the overall take on both sides of the line. 
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On behalf of my colleagues here and the industry, I wish to express 
our appreciation of hav ing this opportunity to talk with you. 
Now I will return the meeting to Mr. Ed Allen. 


TESTIMONY OF ED ALLEN—Resumed 


Mr. Auuen. Mr. Chairman, the third Commission has not yet 
spoken. I will file this statement, however, instead of reading all 
of it, if I may, and make just a few casual remarks. 

] am Sorry Dr. Thompson hi id to le ave. I think he and Mr. Schoet 
tler and Mr. Jones and Mr. Jackson and all the rest will agree with 
me in this statement: That in spite of the enormous amount of scien 
tific knowledge that the Sockeye Salmon Commission has acquired 

ind the Halibut Commission has acquired, and the various Federal 

a) State agencies have acquired, there is still an enormous amount, 
an almost unbelievable amount, that we do not know about some of 
these ocean fish. 

We know almost nothing about the ocean migration of salmon, 
and that is one of the = lems that is basic to this new Commission, 
the International North Pacific Fisheries Commission. 

This Commission, however, does not only deal with salmon. 
Captain Shields is here, and he is very much interested in the crab 
problem of Bristol Bay, and there are other fisheries which are in 
volved in the North Pacifie. 

As you all know, before World War II we were having a great deal 
of difficulty up in Bristol Bay because of the belief on the part of the 
industry that the Japanese were invading our own coastal fishery. 
There seemed to be a skepticism in Government circles about this fact, 
but when one of the cannery men with two of the labor union delegates 
up there flew up over a Japanese ship and took pictures, of the salmon 
on her deck and in her fish boats alongside, there was no opportunity 
to dispute the fact. ' 

And I will say this, that when this matter was finally brought to 
the attention of the Secretary of State, Cordell Hull, he took action, 
and we got sort of a gentlemen’s agreement whereby the Japanese 
withdrew from that Bristol Bay fishery. 

From that time on the fishing industry has been pressing our Gov 
cane to work out something of a permanent nature rather than 
one of these informal gentlemen’s agreements which, of course, in 
itself expired with the onset of the war. 

Pressure during the war did not get very far because peop le, the 
Government was more occupied in war than it was in fish. And 
following the war this pressure was renewed to try to get some perma 
nent solution of this North Pacific fishery situation. 

The Pacific coast industry with almost perfect unanimity suggested 
to the Government that a reciprocal arrangement should be made 
with Japan whereby the Japanese would stay entirely off and out of 
our coastal fisheries and we in turn would agree to stay entirely out 
of theirs, a reciprocal arrangement. 

However, that was rejected, and other plans had to be resorted to, 
and finally a theory was developed which has become known as the 
abstention theory. 

Now, that abstention theory is a rather complicated thing, but I 
think boiled down you Can say that it amounts to this: that where a 
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coastal nation or two coastal nations jointly have exclusively engaged 
in a particular fishery and have subjected that fishery to scientific 
investigation and regulation and are making reasonably full use of 
that fishery, that that gives them a superior right to that coastal 
fishery on their own coast, and that other people who have never 
engaged in that fishery should continue to stay out. 

This theory, as I say, has been given the term “abstention theory.” 
In our negotations with Japan in November and December over in 
Tokyo in 1951, the Japanese were finally persuaded to embody that 
abstention theory into a treaty. This is often referred to as the 
tripartite treaty between Japan and Canada and the United States. 

The primary provisions of that treaty are this adoption of the 
abstention principle and the agreement by Japan that it applies to 
our coastal, the North American coastal, salmon, halibut, and her- 
ring; so then for the period of this treaty the Japanese have agreed 
absolutely to abstain from engaging in those 3 coastal fisheries of 
North America, providing that we continue to exercise these 3 ele- 
ments of scientific investigation, regulation, and approximately full 
use. 

In order to continue this benefit, however, for the full term of the 
treaty, as I say, it is obligatory on us to maintain these three things, 
and that means, of course, that we cannot, in our own interest, aban- 
don scientific inquiry in this area, but it makes it indeed even more 
imperative that the 2 Commissions, the Sockeye Commission and 
the Halibut Commission, should be able and enabled to function in 
their field, and that the authorities of Canada and the United States 
should pursue the essential investigation to maintain their rights to 
the continued exclusive use of these fisheries. That is the abstention 
principle. 

The other 2 main elements of the treaty were (1) the agreement 
of all 3 countries, that they should observe the principles of sound 
conservation in all North Pacific fisheries, and (2) the creation of 
this new Commission, the International North Pacific Fisheries Com- 
mission, consisting of not more than 4 Commissioners from each of 
the 3 countries, which Commission should conduct such investigation 
of fisheries of any kind as the Governments—that the 3 Governments 
should request. 

It also is charged with the obligation of seeing whether the dividing 
line which was fixed in the treaty as a tentative line between Siberia 
and Alaska fish is correctly located, and if it is not correctly located, 
to recommend a relocation. 

Now, on this matter of investigation, the two things with which 
the Commission presently is charged is this location of this line and 
the location of this line involves this most difficult and unknown field 
of salmon migration, because it is absolutely essential to know that. 
But such investigation, although directly pertinent to the object of 
this treaty, is also absolutely essential to the proper management of 
the Alaska fisheries if there were no treaties, so there is no duplication 
in there; it is simply pursuing a line of investigation which should 
have been pursued regardless of the treaty, but which now is essential 
because of the terms of the treaty. 

The United States also requested formally at the first meeting of 
the Commission, which was held in Washington in February of this 
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year at the time the Commission was created, that the Commission 
should investigate the crab situation of Bering Sea. 

Under the terms of the treaty, crabs were not excluded or not 
brought within the abstention principle for the reason that the three 
criteria which I have indicated did not apply to crab, and for the 
further reason that the Japanese had been fishing crab without pro- 
test on our part prior thereto, so that we were unable to get crab 
included, much as we should have liked to have done so in this treaty. 
But we did have these provisions put into the treaty which have 
enabled the United States to submit to the Commission the obligation 
to investigate the crab fishery of Bristol Bay, and the Commission 
will endeavor to do that. 

This Commission, as you see, is of three countries, Japan, Canada, 
and the United States. It does not include the Soviet. I am not in 
any position either by way of information or authority to express any 
views in that regard, except to say that naturally we have a situation 
there which cannot be overlooked. 

During the war, as the chairman of this committee pointed out 
several years ago, the United States furnished the Soviet Government 
with an enormous amount of fishing equipment and at the same time 
that our own fishermen were crying for it, and we have understood 
that the Soviet Government is endeavoring to build up its fisheries. 

What their international intents will be we do not know, but that is 
something which must be watched, and the treaty contains a provision 
for any of the parties to the treaty calling the attention of the Com- 
mission to what is going on in the international respect. 

But one of the principal features, I believe, of this treaty, one of 
the most valuable features is the fact that it brings together repre- 
sentatives of these three great fishing countries, Japan, Canada, and 
the United States, in friendly, round-the-board meetings, which I 
hope will be conducive to improved and continued improved relations 
between the three countries. 

The paper I had reference to, the International North Pacific Fish- 
eries Commission, is this one, Mr. Chairman. 


INTERNATIONAL NORTH PACIFIC FISHERIES COMMISSION 


Too few people in this country realize how critical fishery problems of the 
North Pacific have been and can be again in international relations. 

Between the two world wars there was actual shooting and the sinking of 
fish boats in unofficial warfare between Russians and Japanese, and there were 
threats of similar conflict between the Japanese and our own fishermen in Bristol 
Bay. 

Canada and the United States have large and valuable fisheries, but the 
Japanese have more fishermen and fish boats, and catch more fish than any 
other nation in the world. Fish are a necessity to their diet and to their 
economy. 

Formerly Japan had extensive fisheries to the north, but our Government was 
responsible for turning the Kuril Islands and Sakhalin with control of the great 
fisheries of the Okhotsk Sea over to the Communists, thereby cutting off this 
important fishery source. This has driven Japan into several courses, including 
pressing for new fisheries in other directions and attempting to make a deal 
with the Soviet. 

Across from Alaska, with coastal fisheries both similar and bountiful, lies 
Siberia. The chairman of this committee, several years ago, exposed the fact 
that someone in our Government had been responsible for shipping to Siberia 
huge quantities of fishing gear and equipment which was refused to our own 
fishermen who were crying for it. 
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What use was made of these supplies, what plans the Soviet has made for 
developing Pacific Ocean fisheries, what expansion is contemplated, are unknown 
to us 

You have heard how the United States and Canada have worked out 
practical, cooperative methods for restoring and maintaining their 
ocean fisheries along their coasts. They have been world leaders in 
this field. Japan has now happily joined with these two countries in 
recognizing the benefit to all concerned in the conservation of the 
creat food resources of the sea. 

The fishermen and operators el aaa cals et te Abia simple, 
reciprocal treaty with Japan that our fishermen stay out of Japan’s 
coastal fisheries and the Japanese stay out of ours. 

Our own Government at that time would not sanction such a treaty, 
but did permit a convention to be negotiated in 1951, often called the 
tripartite treaty, between this country, Canada, and Japan, by which 
all these countries pledged their sup port to the cause of ocean fishery 
conservation. 

This treaty also included a principle which has been called absten- 
tion. Its essence is that where one or more nations have engaged in 
ntensive scientific research of a specific coastal fishery, have sub rjected 
t to conservation regulations, and are making approximately maxi- 
mum use of it upon a sustained yield basis, then, in the interest of 
maximum world food production and in the light of equitable and 
peaceful international relations, other nations which have not par 
ticipated in such research, regulation, or previous use should recog- 
nize these conditions and agree to restrain their nationals from 
participating in such fishery. 

This thought is not new ; it was, in effect, expressed in our communi 
cations with Japan concerning Bristol Bay salmon prior to the war. 

It is, however, the first international agreement to formalize this 
principle which this country believes to be sound international law. 

Applying this principle, the Japanese agreed by this treaty to 
abstain from our salmon, ibut, and herring fisheries, and it should 
be note y to their credit that they lived up to the principle even during 
the 2 years before the treaty went into effect as well as since. In fact, 
the J: Snanede have given every indication of intention to live up both 
to the terms and the spirit of the treaty. 

The treaty further provided for a new commission, the Interna- 
tional North Pacific Fisheries Commission, to consist of not more 
than 4 members form each of the 3 nations. 

This Commission was organized last February and will hold a 
meeting in Vancouver, British Columbia, the last week of this month. 

In addition to carrying on such fishery research and studying such 
fishery problen ns as the 3 countries m: iy refer to it from time to time, the 
Commission is charged with the specific duty of trying to determine 

whether the line of 175 degrees west longitude, which was tent: atively 
ant by the treaty as the boundary between Siberian and Alaskan 
salmon, is correctly located, and, if not, to reeommend a correct line. 

This may sound simple but, in fact, it is a most complicated and 
difficult assignment which will require extensive and intensive re- 
search over a number of years. Such research, fortunately, will be 
of such nature that it will be of direct value in the man: izement of all 
of our offshore fisheries; in fact, this is work which would be essential 
to our own adequate fishery management regardless of the treaty, for 
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it is surprising how much is unknown concerning even such a fish as 
salmon. 


It is believed that one of the most important features of the new 
treaty is the opportunity that it affords for representatives of the three 
countries to meet together with some frequency, learn about each 
other’s problems, and ideas, and substitute close and friendly associa- 
tion in place of long-distance rivalry. 

Mr. Totierson. Thank you, Mr. Ed Allen. 

[am only sorry that you people and we don’t have more time so 
that we could discuss this thing more fully. We haven’t asked you 
questions purposely, just to conserve time. 

The committee takes off its collective hats to the members of the 
various commissions and to all segments of the fishing industry, all 
of whom are working to make the Commissions’ objectives succeed. 
And certainly we on the committee who are a little closer to the fish- 
eries’ problems than are most other Members of Congress, will want 
to do everything that we can to further those objectives. 

May I in conclusion express our most sincere appreciation for your 
staying here as you have done, and in giving this information to us. 

Mr. Auten. And may I express our sincere appreciation for your 
staying here and listening to us? 

Mr. Totierson. Not at all. 

(Whereupon at the hour of 6:30 p.m. on Monday, October 4, 1954, 
the hearing was adjourned. ) 

(The following letter from Bb. Thor Bjornstad to Hon. Thor 
Tollefson is as follows:) 


NORWEGIAN COMMERCIAL CLUR, 
Neattle, Wash., October 5, 1954 
Hon. THOR TOLLEFSON, 
Representative of Washington, 
Tacoma, Wash. 

Dear Str: In view of the deactivation of the Alaska Steamship Co. passenger 
vessels on the Alaska run, and also the large number of people employed both 
afloat as well as ashore in the port of Seattle, not to mention the Territory of 
Alaska which was served by these vessels; the Norwegian Commercial Club has 
overwhelmingly gone on record to request you to use your good office in assisting 
the company to resume and maintain the passenger-ship service which was 
inaugurated in 1895. 

The Alaska Steamship Co. in two world wars have furnished vessels, including 
passenger ships in the movement of military cargo and personnel, and it has been 
recognized by our military leaders, including President Eisenhower, that our 
military successes are dependent to a great extent upon a privately operated 
merchant marine that is in readiness at the first outbreak of war 

The Alaska Steamship Co. lost just over $1% million in the passenger-ship 
service from 1949 through 1953. During this time, it has been forced to compete 
with the commercial airlines which has been subsidized to the grand total of 
$8 million during the year of 1953. Therefore when one considers the huge sub 
sidy it is remarkable that the company did not lose more revenue. Neverthe 
less, the fact remains that no company can consistently lose money and still 
stay in business. It is therefore time that the airlines stand on their own feet 
or a proportionate subsidy be granted to the Alaska Steamship Co. in order to 
provide an expanding territorial economy with a necessary service. 

The Norwegian Commercial Club respectfully submits this letter and trusts 
that it may be favorably received, and that appropriate remedial action initiated 
as soon as possible. 

I have the honor to remain, 

Yours very truly, 
B. T. BJORNSTAD, 
President, Norwegian Commercial Club. 


54686—54——_12 
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TUESDAY, OCTOBER 5, 1954 


House or Representatives, 
SPECIAL SUBCOMMITTEE ON Paciric Coast 
Maritime Martrers oF THE COMMITTEE ON 
Mercuant Marine AND FIsuertes, 
Portland, Oreq. 

The subcommittee met, pursuant to call, at 2 p. m., in the board room, 
Portland Chamber of Commerce, Portland, Oreg. Hon. Thor C. Tol- 
lefson (chairman of the subcommittee) presiding. 

Present: Messrs. Allen, Norblad, Mailliard, Shelley, and Magnuson. 

Also present: John M. Drewry, committee counsel. 

Mr. Totterson. The subcommittee will come to order. 

I assume that everyone here knows that this is a special subcom- 
mittee of the Merchant Marine and Fisheries Committee of the House 
of Representatives. We are on the west coast for the purpose of 
inspecting and surveying the ship- construction yards, ship-repair 
yards, the Maritime Administration’s |: ay-up fleets, and the Maritime 
Administration’s reserve shipyard which is located across the Colum- 
bia River from here. In addition to the inspection and surveys, we 
want to take testimony from people in the various areas where we 
make the inspections relative to factual data concerning the ship-con- 
struction or ship-repair facilities. 

Our schedule is extremely tight, as many of you already know. 
After our hearing today, we must visit the yard over in Vancouver, 
and then we must depart for the San Francisco Bay area by not later 
than 5:30p.m. That doesn’t leave us too much time for this hearing. 
The reason for this is that originally we had not scheduled a stop here, 
but did put it into our se hedule after it was made at the insistence of 
Congressman Norblad of the State of Oregon, who is a member of our 
committee. I would appreciate it, therefore, if the witnesses would 
be as brief as possible and if you have prepared statements, in addition 
to the copy which you use, would you please present them to Mr. 
Drewry, our committee counsel. If you do not have a written state- 
ment, of course we want to hear from you anyway. If you want to 
submit a written or prepared statement at a later date, you may do so, 
but I would request that you send them to Congressman Norblad 
within the next few weeks; he will see that they get into the hands 
of Mr. Drewry, our committee counsel. 

Our first witness is Mr. Williams, who is president of the Port of 
Portland Commission. Mr. Williams, will you come up here? Just 
identify yourself, have a chair, and proceed with your statement. 

(At the end of the first page of his statement, Mr. Williams was 
interrupted by Mr. Tollefson as follows :) 


173 








174 WEST COAST MARITIME INDUSTRIES SURVEY 


Mr. Totterson. Could I interrupt you for just a moment and ask 
you what period these fivures cover / 

Mr. WituraMs. 1953. 

Mr. Totierson. And what is the source of that material 7 

Mr. Wituiams. The source is explained on page 4, source No. 1. 

(The following is Mr. Williams’ statement :) 


TESTIMONY OF W. L. WILLIAMS, PRESIDENT, THE PORT OF 
PORTLAND COMMISSION 


Mr. Wittiams. My name is W. L. Williams. Iam president of the 
Port of Portland Commission. The port of Portland is a municipal 
corporation of the State of Oregon, administered by nine commis 

oners appointed by the Governor of the State and who serve with- 
out pay Its prime responsibility is to accommodate and promote 
the maritime commerce of Portland. 

Now, the history of the growth of Portland, Oreg., from a pioneer 
inland village to a world seaport is closely linked with the develop- 
ment of maritime activities on the Columbia River. Portland today 

one of the big seaports of the world, 109 miles from the sea. Yet 
t has all the advantages of a fresh-water port, including freedom from 
corrosion and the effects of tides. 

In the matter of dry cargo shipped tt ranks first on the Pacific coast. 
The following figures will demonstrate clearly the position Portland 
holds with respect to volume of dry cargo handled: 


Tons Tons 

Portland 1, 147, 900 | Tacoma DOT, 550 
San Francisco 661, SOO | Oakland 368, 250 
Los Angeles 619, 750} Vancouver, Wash 264, 250 
Longview 614, 550) Richmond, Calif 210, 000 
Long Beacl 606, 250 | Alameda, Calif 131, 950 
Seattle 583, 650) Astoria 128, 050 
Stockton, Calif 540, 555 

Se f U. S. Department f Commerce Bureau of Foreign and Domestic Commerce 
| Weight and Value of United States Exports of Foreign and Domestic Merchan- 


Vessel 195 


Dry cargo exports of Columbia River ports exceeded those of all 
San Francisco Bay ports; also of all Puget Sound ports, and of Los 
Angeles and Long Beach. 


Tons of dry-cargo exrports, by areas 


Columbia River ports (Portland, Vancouver, Longview, Astoria) 2, 154, 250 
San Francisco Bay area (San Francisco, Oakland, Stockton, Alameda, 

and Richmond ) 1, 412, 550 
Puget Sound ports (Seattle, Tacoma, Aberdeen, Bellingham, Ever 

ett, ete.) 1, 270, 600 
Los Angeles, Long Beach ieesindcnnpuny tp aaa 


Portland’s dry cargo was made largely of lumber and lumber prod- 
ucts and grain and grain products. In 1953 shipment from Portland 
of these items was as follows: 


Lumber feet 178, 966, 207 
Wheat bushels 24, 185, 951 
Flour hundredweight 1, 257, 316 
Barley bushels 95, 236 


S Merchants Exchange Bulletin, December 1953 
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A total of 1,622 oceangoing vessels entered the Columbia River in 
1953. These vessels carried cargoes valued at $465 million? to and 
from all ports of the world. During this year the total payroll for 
the men e ngaged in hs indling this cargo e xxceeded S11 million. 

As a major port must, Portland has excellent ship-repair and dry 
dock facilities. The port provides the drydoc k and other faci ilities 
at going rates, but does not actually engage in ship-repair work. 
Vessel repairs are per formed by local inde pendent contractors gen 
erally on a — basis, both as between local firms and those 
engaged in similar businesses at other Pacific coast ports. 

In 1953, the ship-repair contractors performed over $18 million 
worth of ship-repair work. Over 50 percent of this was paid to direct 
payrolls.’ 

In 1952, the port commission spent $3,500,000 building modern addi 
tional ship-repair facilities and have programed additional expendi- 
tures to further modernize the plant. Such public expenditures can 
be justified only by the continued use of the facilities in the interest 
of the community and the Nation as a whole. 

It will be well to again recite the wartime record of our port, pat 
ticularly emphasizing the building of over 1,200 oceangoing vessels 
here and the part the port played in ia overall war effort. It should 
be recognized that in the event of an emergency this area will again 
be called upon to do its part, and, therefore, should receive prime con 
sideration in retaining the skilled craftsmen who were employed last 
year in the repair of 654 vessels in Portland harbor. 

The loeal populace are very cognizant of the value of the maritime 
industry to this area and they have within recent months voted for the 
expenditure of $614 million in the first phase of a modernization plan 
of other port fac ilities through the commission of public docks. 

Portland enjoys the most unique and harmonious relationship be- 
tween management and labor and it is a known fact that the results 
accruing from this good relationship reflects in the efficient and eco- 
nomic values of maritime operations. 

We are yery appreciative and thank you gentlemen for the time 
you have taken to survey and study the problems confronting the 
people of this area in the matter of keeping alive in this locality a 
phase of the maritime industry so essential to our overall well-being. 

Mr. Totierson. Thank you very much, Mr. Williams. Your state 
ment is most revealing to me as an individual. I didn’t realize that 
you were such an active maritime port and I am glad the committee 
was induced to come by Congressman Norblad because the infor 
mation you have supplied will certainly add to the record which we 
are trying to create on our trip. Mr. Allen, do you have any questions 
you wish to propound to Mr. Williams? 

Mr. Auten. Yes. Mr. Williams, I am interested in the statement 
which I think you made that the local authorities have built the ship 
repair and ship-construction facilities that are available now to pri- 
vate operators. Could you tell us some of the details, particul: irly as 
to the terms of the lease—whether these facilities are available to a 
variety of people or just what are the circumstances / 


1 Source: Merchants Exchange Bulletin, December 1953, from the Merchants Exchange, 
300 Lewis Bldg., Portland, Oreg E 
2 Figures gathered from individual ship-repair contractors by the port of Portland staff 
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Mr. WitiiaMs. The port commission, as a public body, owns out- 
right two drydoc ‘ks. They lease a third drydock from the United 
States Navy. The fac ilities, drydocks, and other ship-repair facili- 
ties—that’s one of them—are available to any contractor who cares 
to use them at the rates established which are uniform for the entire 
Northwest area, including Puget Sound. 

Mr. Auten. In other words, then, the shops which are usually known 
as the topside repair shops, can take a full job drydocking and repairs 
not requiring drydocking, and any bidder who is ‘successful can obtain 
the use of the drydoc ks, 

Mr. Witu1aMs. That is correct, sir. 

Mr. Arten. Who plans the facilities—is it a matter of request from 
your various lessees as to their needs, or is it something which the 
port commission plans in order to have a complete facility ? 

Mr. Witu1ams. The port of Portland, through its staff, plans these 


facilities. When a request comes in from a contractor who has a par- 
ticular repair job to do, he is then assigned the drydock for a specific 
case, and those orders are taken in the sequence in which they are made 


to the port of Portland. 

Mr. Auten. Do you happen to know what percentage the rental of 
the drydock for an ordinary job bears to the total bid of the man who 
uses the drydock? 

Mr. Wititams. That would be pretty difficult to answer because 
there are many ships that come in here that do not use the drydock, 
and conseque ntlv there would be no dr ydock expense involved. 

Mr. Atten. Could you give use the rental rates which prevail with 
regval dl to the drydock ¢ 

Mr. Wiiuiams. I would like to ask Mr. Winn, the port manager, 
for the schedule of those rates. 

Mr. Winn. Mr. Williams, answering the question in regard to the 
percentage of the cost of the drydock to the cost of a repair job, the 
last figure that we had was that it was approximately 4 percent. 

Mr. AuLeNn. The income of the ec ity, then, is 4 percent of the total 
repair bid, generally speaking. 

Mr. Winn. That is the gross income—yes, sir. The rates of the 
drydock are based upon our costs in order that we may come out 
clear, and we charge separately for the steam, air, electricity, and 
other facilities that are used separate from the drydock. 

Mr. Auten. Do you have any figures which would show the average 
investment of the individual contractor against the investment of 
citv in the facility which he uses ? 

Mr. Wrxn. No, sir: I do not have those figures because I do not 
have the investments of the individual contractors. The port of Port- 
land, however, in its investment, comes out in a clean basis. 

Mr. Auten. Are the operators of the ship-repair facilities local 
people using local capital, or are they the nationwide ship-repair 
people ? 

Mr. Wriyn. I think that two of the local contractors can be classified 
as strictly being local and I think the other one—and which is probably 
the largest—is probably a coastwide or a national organization. 

Mr. Auten. Do any of them own their own drydocking facilities? 

Mr. Winn. No. 

Mr. Totterson. Mr. Shelley, do you have any questions? 

Mr. Suettey. I — _ question, if you please. On page 2, Mr. 
Williams—just below the second set of figures—you say a total of 
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1,622 oceangoing vessels entered the Columbia River in 1953. Do 
you have any breakdown on the number of those that were American- 
flag vessels as compared with foreign flags ? 

Mr. Witu1aMs. I do not have it presently but I could very easily 
get that information for the committee and submit it at your con- 
venience, sir. ; 

(The following letter was later received for insertion here :) 


THE PorT OF PORTLAND, 
Portland, Oreg., October 21, 1954. 
Hon. WALTER NORBLAD, 
Salem, Oreg. 

DEAR CONGRESSMAN NORBLAD: Reference is made to the hearing held in Port- 
land, Oreg., on October 5, 1954, of the subcommittee of the Merchant Marine 
and Fisheries Committee of the House of Representatives. During the hearing, 
certain information was requested by members of the subcommittee and we 
were asked to submit such information to you for forwarding to the committee 
counsel. 

Following the statement by W. L. Williams of the port of Portland, Congress- 
man Shelley referred to the figure of 1,622 oceangoing vessels which entered 
the Columbia River in 1953, and asked for a breakdown between American-flag 
vessels and foreign-flag vessels: 


Vessels entered: 


Foreign-trade vessels 734 
Intercoastal ‘i 134 
Coastwise = 754 
Total 1, 622 
Source : Merchants Exchange, 300 Lewis Bldg., Portland, Oreg 
Of the 734 foreign-trade vessels, registry is as follows: 
BUTI CRW id iaitcdidienc _.. 217 | Chinese ined ! 
British 62 | Costa Rican : 
Canadian 2? | Japanese $1 
Danish 22 | Liberian “7 seas 1!) 
Duteh 49 | New Zealand... _--~~- 2 
Finnish 1 | Norwegiar aces 105 
French ‘ . 29) Panamanian 28 
German : 1| Peruvian “ 
Greek 17 | Swedish oOo 
Honduran tf | Total American 217 
Italian 23 | Total foreign ; 517 


Chilean 


Congressman Mailliard requested information as to whether any of the 654 
vessels repaired in Portland in 1953 were foreign flag : 

Of the total of 654 vessels repaired, 217 (17.9 percent) were foreign flag.’ 

Congressman Mailliard also requested figures on the shipbuilding program 
during World War II, specifically, a comparison of number of ships built by areas 
and also the types of vessels. 


Merchant vessels constructed '"—2,000 gross tons and over, 1989-45 (does not 
includes naval vessels ) 
Portland-Vancouver area: 


Troop transports... ...... ee ata Saka ee ; 12 
Cargo ships i eee nish Seite ‘ iis ces 496 
Tankers___ oe 7 : bet: 153 
Miscellaneous heeds 1 

Rs Ea 8 Bn, etree een A i late = ina ee * 662 


1Compiled from Record of the American Bureau of Shipping, 1952, Steel Self-Propelled 
Merchant Vessels of 2,000 Gross Tons and Over Constructed by Each Shipyard in the 
United States, pp. 1585-1648 

2NoTeE.—-The statement of W. L. Williams includes the figure of 1.200 vessels con 
structed in the Portland-Vancouver area during the war. This figure includes naval 
vessels, for which construction records are not accessible 





1 Figures gathered from individual ship-repair contraetors. 
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i 
lerchant vessels constructed 2000 gross tons and over, 1939-40 (does not 


include naval vessels) Continued 


San Francisco Bay area 


Troop transports oO 
Cargo ship 827 
Tankers 77 
\Mliscellaneous 15 
Total 958 
I Angels irea 
Troop transports 47 
Cargo ships 51 
rankers 30 
Total 628 
Seattle-Tacoma area: 
Troop transports 2 
Cargo vessels 6 
rota RQ 
Pacific-coast total: 
[Troop transports 100 
Cargo ships 1, SSO 
Tankers 260 
Miscellaneous 16 
Total 2, 206 


Of the total merchant ships constructed in the United States during the period 
1939 to September 1, 1945, the west coast produced more than the other coasts 1” 


Percent 
West coast (2.207 vessels) 39. 7 
Atlnntice coast (1.617 vessels) 29,1 
Gulf coast (1,456 vessels ) | 
Great Lakes (278 vessels) 5. 0 
Difference between this figure d 2,256 previously quoted is due to difference in 
ent 2,207 r period ending Sept. 1, 1945, whereas 2,256 is the total at 
he f 194 
If we can be of any further assistance, please do not hesitate to ask. 


Very truly yours, 
THe Port or PorRTLAND, 
Joun J. WINN, Jr., General Manager. 

Mr. SHettey. We would appreciate that very much, Mr. Williams, 
wecause that is one of the points we are trying to bring out. That’s all, 
Mr. Chairman, thank you. 

Mr. Totiterson. Mr. Magnuson, do you have any questions you 
would like to ask / 

Mr. Magnuson. Are there other drydocks available besides those 
owned and leased by the Port of Portland Commission. 

Mr. WinLiaMs. There are no major drydocks, | would say—dry- 
do« ks that would take oceangomng vessels. There are smaller units 
which take the small towboats, and so forth, available around here. 

Mr. Norsiap. On page 3 you refer to the wartime record of having 
built over 1,200 oceangoing vessels in this area. Do you know how that 
compares With the other major shipbuilding areas of the United States 
during that period. 


2 Sill, Van Rensselaer, American Miracle, the Odyssey Press, New York, 1947, pp. 244 


245 


os 
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Mr. WiuuiaMs. I do not have the accurate figures here, but I or 
been told that it probably was the greatest number of vessels put out : 
any particular locality during the war. 

Mr. Norsiap. That. sir, was e xactly the answer I wanted. Thank 
you, that’s all. 

Mr. Mariuiarp. I would like to ask one question following up that of 
Mr. Shelley’s—when you give the 1953 ship-repair contr: actors’ total, 
could you tell us or provide the information as to whether any of that 
work was on foreign- flag vessels: if so, how much ? 

Mr. Witutams. No, sir; I couldn't give you a breakdown on that—lI 
know that primarily it was American-flag vessels but I’m sure the 
ship contractors here would have that information for the committee. 

Mr. Martuuiarp. I would like very much to see that information in 
the record if it is available. 

Mr. Wituiams. We could vet that information, sir: and would be 
olad to if the contractors are unable to furnish it. 

Mr. Totierson. When you get it, simply mail it to Mr. Norblad who 
will then forward it te committee counsel. 

Mr. Wiuutams. I will, 

Mr. Matiutarp. If you canes possibly get the figures on the ship 
building program during the war as co aneipey d with other areas, I'd be 
very interested in that, too. It might be inte resting to also vet the 
types of vessels. (See p. 177.) 

Mr. Toututerson. Thank you, then, Mr. Williams. Our next witness 
will be Mr. Guerin, Commissioner of Public Docks. 

(Mr. Guerin did not offer testimony but instead introduced Mr. 
Cooper whose statement follows. ) 


TESTIMONY OF H. B. COOPER, COMMISSIONER, THE COMMISSION OF 
PUBLIC DOCKS, PORTLAND, OREG. 


Mr. Coorer. My name is H. B. Cooper. I am 1 of the 5 commis 
sioners constituting the commission of public do ‘ks of the city of Port 
land, Oreg. The commission’s business address is 3070 Northwest 
Front Avenue, Portland, Oreg. 

On behalf of ( ‘apt. Homer 'T. Shaver, chairman of the commission, 
and who is indlisposed, I am filing a statement of the commission of 
public docks of Portland in support of our local shipbuilding and re 
pair industry. 

The commission of public docks is an autonomous department of the 
city of Portland. In brief, its mission is the provision of adequate 
marine-terminal facilities for the harbor and the promotion and de 
velopment of cargo movement through the port. The people of Port 
land have approximately $19 million invested in their terminal facil 
ities. They have committed an additional approximately $9 million 
plus to expand : and completely modernize these facilities. Their total 
investment will approximate $28 million. 

These investments are to maintain Portland’s position as a seaport 
of the first magnitude on the Pacific coast. We consider the shipbuild 
ing and repair industry of Portland fundamental to our position. 
Details are presented in Captain Shaver’s statement, which I herewith 
file with this honorable subcommittee. 
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Mr. Torierson. Thank you for your statement, Mr. Cooper. 
Mr. Cooper. Thank you, sir. 
Mr. Totterson. The next witness will be Capt. Homer T, Shaver. 


TESTIMONY OF CAPT. HOMER T. SHAVER, CHAIRMAN OF THE 
COMMISSION OF PUBLIC DOCKS OF PORTLAND, OREG. 


Mr. Suaver. My name is Homer T. Shaver. I am chairman of 
: Commission of Public Docks of the City of Portland, Oreg., bus- 
ness address 3070 Northwest Front Avenue, Portland, Oreg. 

The commission of public docks was created in 1910 and is an au- 
tonomous department of the city of Portland. It was established by 
citv charter to build and operate wh: arves, docks, grain elevators, and 
any and all other appropriate installations and devices necessary to 
the interchange of commerce with waterborne transportation. ‘The 
commission of public docks is also responsible for the promotion and 
development of all traffic through the hz — of Portland, and for this 
mission it maintains a sizable traffic staff in Portland, as well as an 
office in Chicago, I]. 

\t the present time, the commission of public docks operates three 
major terminal properties, namely: Terminal No. 1, terminal No. 2, 
and terminal No. 4. Terminal No. 1 and terminal No. 2 are general- 
cargo facilities, with a total of 10 ships’ berths. Terminal No. 4 offers 
facilities for both general cargo and both specialized and general bulk 
cargoes, and provides berthing space for 10 on 
The specialized cargo facilities at terminal No. 4 are: 

(a) mA grain elevator of 2 million bushels capac ty. 

(6) A liquid cargo tank farm, for the storage of molasses, edible 
oils, and so forth, of 1,400,000 gallons capacity. 

(c) A bulk-cargo-loading plant for the outward loading of coal, 
ores, and so forth. This plant consists of one loading tower for that 
cargo moving directly from rail cars; and another unit which handles 
direct transfer cargo, and as well permits the accumulation of cargo 
in bunkers to the amount of 10,000 tons. 

A fourth special facility is a lumber dock at terminal No. 1, with a 
storage capacity of approximately 10 million board-feet. 

The investment of the people of Portland in these facilities cur- 
rently approximates some $19 million. A most substantial program of 
modernization and expansion of these facilities is now underway at a 
cost of nearly $10 million. The sources of these funds are: 

(a) City of Portland general-obligation bonds in amount of 
$6,500,000 voted by the people of Portland in May 1954. 

(6) Revenue certificates in amount of $2 million. 

Approximately $1 million from cash reserves. 

The program contemplates the following steps: 

(a) Modernization of existing facilities. 

(6) Demolition and reconstruction of one entire pier. 

(c) Construction of one entirely new dock. 

(d) Construction of a bulk-cargo discharge apparatus capable of 
handling 600 tons or more per hour. 

(e) Rebuilding and speeding up of the bulk loading plant described 
above. 

(f) Construction of two entirely new pier-side cargo sheds, totaling 
143,000 square feet. 
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(7g) Expansion of our grain elevator from its present 2 million 
bushels capacity to 7144 million bushels. Also the installation of a 
mechanical car tipper, the installation of modern and fast Gantry 
spouts for ship loading; an additional barge-unloading device; and 
a general modernization scheme are included in the elevator program. 

When this work is completes d, the people of Portland will have a 
total investment of about $29 million in their harbor. A further $4 
million investment, not yet authorized, is considered necessary in the 
relatively near future. 

The justification for this public expenditure is found in the main- 
tenance of Portland’s position as a major seaport, and in the support 
and continuation of the city’s economy that in the main depends upon 
the port activity. Indeed, this view can be widened to include the 
economy of the entire State of Oregon and southern Washington, 
where products as witness lumber and agriculture, must depend so 
heavily on water transportation to remain competitive. In his able 
statement to this distinguished committee, Mr. W. L. Williams, presi- 
dent of the port of Portland, has cited the tremendous volumes and 
values of cargoes that move through Portland and make this city 1 
of the 2 major ports of the Pacific coast. Aside from those that move 
over two small privately owned general cargo terminals, and those 
moving through the petroleum and industrial facilities, all of the 
cargo passes across the docks of this commission. The traffic promo- 
tion necessary to the flow of this commerce is the responsibility of 
this commission. The economic impact of this commerce upon Port- 
land and environs is estimated at $310 million per annum in trade 
volume. Directly attributable is a longshoreman and checker’s pay- 
roll of over $6,500,000 per year in Portland. 

The people of 1 ortland view these matters most seriously. They 
take pride in their harbor. They also intend that their city will 
hold and expand its present preeminent position as a Pacific coast 
seaport, 

Beyond that, this seaport bears heavy responsibility as the chief 
outlet of the Columbia River Basin that is so rapidly developing. 
In this basin lies 40 percent of the Nation’s hydroelectric potential and 
unlimited agricultural resources. Portland must keep abreast of its 
industrial and agricultural development. 

The shipbuilding industry of this harbor ig a factor of tremendous 
importance in the city’s maritime picture. We are now in a position, 
through the facilities maintained by the Port of Portland Commission, 
and through the skills and plants of our shipbuilding and repair in- 
dustries, to competitively and constructively contribute to the Pacific 
coast’s abilities in the repair and building of ships. 

Our area’s ability in the shipyard field has a direct bearing upon 
the flow of cargo movement. The availability of cargoes to vessels 
coming out of oe yards is of utmost importance. In this major 
seaport such cargoes are available. Then the shipyard industry and 
maritime commerce are interdependent and complementary. 

The same observations apply in connection with feder ally owned 
vessels in the lay-up fleet. 'T he ability to quickly refit these ships and 
load them for sea is economical for our Government and a prime 
necessity in a period of national emergency. Portland now can do 
this job with great dispatch and utmost economy. A case in point 
was the recent preparation of 87 Liberty-type vessels from the Tongue 
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Point fieet for the storage therein of about 20,010,000 bushels of sur- 
plus wheat. 

The commission of public docks earnestly urges upon the honorable 
subcommittee to thoroughly observe the view that this shipbuilding 
ind repair industry is fundamental to the strength of Portland as 
a seaport of the first magnitude on the Pacific coast. The honorable 
subcommittee’s support of the industry is requested to the fullest 
extent. 

Mr. Totierson. Thank you, Mr. Shaver. Mr. Shaver’s statement 
will be made a part of the record, which will, of course, be studied 
ind considered by the committee at a later point. Would you mind 
waiting a moment; there may be some questions that some of the 
members may wish to put to you. Mr. Shelley, you indicated you 
have one, 

Mr. Suetiey. I have one. Mr. Cooper, how is the money that 
financed the development of the terminal facilities raised, by direct 
taxation or by bond issue or by revenue bonds? 

Mr. Coorrr. Revenue bonds and general obligation funds. 

Mr. Suetiey. In other words, there are some revenue and some 
weneral obligation bonds. 

Mr. Coorrer. That is right: some revenue and some general obliga- 
tion bonds, mostly general obligation bonds. 

Mr. Sueitiey. Do you know the proportion of which was which, 
approximately or roughly 4 

Mr. Cooper. Yes: there are $5 million revenue bonds, half of which 
have been expended, and $614 million general obligation bonds, au- 


thorized in the last election. 

Mr. SuHecitey. That was submitted—— 

Mr. Cooper. To a general vote of the people. 

Mr. Suectey. Which indicates the people of Portland have a very 
vital interest in their dock facilities. That’s all, Mr. Chairman. 

Mr. Touterson. Mr. Magnuson, do you have a question / 

Mr. M AGNUSON, No question, 

Mr. Toturrson. Mr. Allen? 

Mr. ALLEN. No questions. 

Mr. Totnerson. Mr. Norblad? And Mr. Mailliard ? 

Since none of you has a question, then thank you very much, Mr. 
Cooper. Our next witness is Mr. Hussa, of Albina Engine & Machine 
W orks. 


TESTIMONY OF L. R. HUSSA, PRESIDENT, ALBINA ENGINE & 
MACHINE WORKS, INC. 


Mr. Hussa. My name is L. R. Hussa. I am president of the Albina 
Engine & Machine Works. Inc. This vear, we are celebrating our 50th 
anniversary in the shipbuilding and ship-repair business in this 
city. 

In World War I we built and delivered 17 ships to the United 
States Shipping Board; building not only the hulls but the main 
engines, the winches, ete. 

In World War II we built and delivered to the United States Navy 
159 ships, 20 coastal ships for the Republic of Indonesia, and 4 ships 
for the United States Maritime Commission. 
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In addition to our building program, we also maintained a large 
repair program for both Navy and merchant ships. 

For our Navy work we received the Navy’s highest award, the Navy 
EK with four additional stars. 

Between World War I and World War II, we built a few ships, 
some towboats and barges, and carried on a substantial ship-repair 
business. 

It might be of interest to this committee to know that for our entire 
World War II program it was unnecessary for us to bring into our 
organization any so-called experts. We had enough experienced per- 
sonnel to take care of our own needs for supervision, and a consider- 
able number of our people accepted supervisory positions in the new 
shipyards started in this area. 

Our ability to spring into action in the World War IT emergency 
was due to cire umstances pre ‘eding the emergency which no longer 
exist. There were 120 coastwise ships in the lumber and general cargo 
trade, 150 ships in the intercoastal trace, many ships in the Pacific 
coast-European trade and many ships in the Pacifie-Far East. trade. 
In 1935, an average year, there were 1.825 arrivals in the Portland 
Harbor, exclusive of arrivals at other Columbia River ports, such as 
St. Helens, Longview, Wauna, Westport, and Astoria. 

(Norr.—Repairs in all these ports were usually performed by Port- 
land repair firms. ) 

A breakdown of the 1,825 ships follows: 1,005 coastwise; 392 inter 
coastal: 428 in foreign trade, consisting of 58 American, 126 British, 
15 Danish, 29 Dutch, 19 French, 38 German, 3 Greek, 11 Italian, 
26 Japanese, 87 Norwegian, 5 Danish, and 11 Swedish. 

At the present time, the coastwise trade is gone and probably will 
never be revived. The intercoastal trade is only a shadow of its former 
status, and the remaining trades are all greatly diminished with the 
ships staying for such short periods in the port that only extreme 
emergency repairs are accomplished. 

Whereas, before World War II, the ship-repair business was in a 
healthy condition, employing enough mechanics in the various trades 
to form an experienced nucleus for emergencies, the present state of 
the industry is not healthy and enough experienced men are not being 
employed as there is not enough work to hold them. Also we cannot 
expect men to wait for work which does not come. 

At present there is little or no reason for optimism ; in fact, it 
appears that conditions will become worse instead of better. In the 
past few years, a fair percentage of the work in this district came 
from the Navy biennial overhaul program. It is our understanding 
that no Navy work of this nature is scheduled for the coming year. 
The alterations to troopships constituted a predominant part of re- 
pairs, and no more of this type of work can be anticipated. 

Laid-up ships normally do not contribute to the ship-repair busi- 
ness, and thus the only hope at present is the long-range hope that 
improved world conditions will eventually improve the conditions of 
the shipping industry and thus improve the repair business. We can- 
not afford to maintain a large working force for an indefinite time on 
the basis of — business will improve. 

I believe the Navy considers Portland to be an essential port, and it 
has been a very important shipbuilding and re pair port in the past. 
If an experienced nucleus is to be maintained here for emergencies, 
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it is my belief that Government help in some form or another will be 
necessary. 

I wish to personally thank the committee for coming to Portland, 
inspecting our facilities, and listening to our problems. 

Mr. Touierson. Thank you, Mr. Hussa, for your contribution to 
the committee’s re cord. I am much interested in what you have had 
to say in connection with having ship-repair industries ready for 

ctivity in the event of an emergency. You state that prior to World 
Wa IT you were ready and able to go when war broke out. Would 
you say that that was true all over the United States, or was it a con- 
dition peculiar to your area and to your concern 2 

Mr. Hussa. Well, that’s a question I can’t very well answer. I 
know that the new shipy: ards certal inly were not ready to go to work. 

They had to build them first and then they had to recruit the personnel 
from other people that had them. 

Mr. Totierson. You have one typical example of that in the Mari- 
time Administration’s present laid-up shipyard across the river. 
That was built in a hurry just at the outbreak of World War IT, was 
it not / 

Mr. Hussa. That’s right. 

Mr. Touierson. Is it your impression that the ship-repair indus- 
tries, nationwide, are in worse condition now than they were prior to 
the outbreak of World War IT? 

Mr. Hussa. I would think so. 

Mr. Totierson. Because of shipping conditions, nationwide ? 

Mr. Hussa. That is correct. 

Mr. Totiterson. Well, you have stressed the very great importance 
of having ship-repair yards and ship-construction yards ready to go in 
the event of emergency and we appreciate your contribution. Mr. 
Allen, do you have any questions you wish to put to Mr. Hussa / 

Mr. Auten. Mr. Hussa, I’m interested in this system of handling 
drydocks where the drydocks are under public ownership available 
to any repair yard. Have you found that there is always a drydock 
available when you desire to bid on a job? 

Mr. Hussa. Yes, you can always make some kind of an arrange- 
ment; I mean, you can’t get the dock sometimes just the minute you 
want it, but usually you can make some kind of arrangements so that 
you can get the dock in a very short time. If the docks are full, 
that’s the reason nobody can take a job and get the ship on there. 

Mr. Auien. Have you found in fairly prosperous times that there 
were times when you could not bid on a job you would like to have 
taken because some other contractor had the dock. 

Mr. Hussa. No. 

Mr. Auten. How many drydocks were available to you if they were 
all empty. 

Mr. Hussa. Three. 

Mr. Auten. Could you tell me if there is any limit on the time you 
can tie up a dock for a job? 

Mr. Hussa. There has not been any. Usually when we contact 
the port of Portland we tell them the possible extent of the job and 
they make their arrangements accordingly. 

Mr. ALLEN. Now, could you estimate “for me—if you would care to 
do so—the amount of capital that is invested in a repair firm, of its 
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private capital, and how much the investment in the drydock which 
it uses is? 

Mr. Hussa. I can give you my own case. We have invested a mil- 
lion and a half dollars in our own business—that’s our capital. The 
drydock, I believe, is much more than that. I think Mr. Williams 
gave you the drydock figures. 

Mr. AuLeN. Could you tell us what percentage of the business which 
you do in repairs is of American-flag ships, and how much is foreign- 
flag ships. 

Mr. Hussa. That has varied. Before World War II we did a very 
substantial business on foreign ships. That has practically gone. I 
would say now that not over 2 percent of our business is done on 
foreign ships. 

Mr. ALLEN. It would seem to be true, then, that unless the American- 
flag ships are kept in operation, the repair business is not going to be a 
very prosperous one. 

Mr. Hussa. That is true. 

Mr. ALLEN. Could you tell me what experience you have had with 
the loss of trained personnel, because of prolonged unemployment, 
to other industries, and whether or not you can get them back when 
you want them ? 

Mr. Hussa. Well, they don’t come back very easily—if they get a 
steady job some place else; we have naturally lost a tremendous num- 
ber because we had at one time 6,000 people—we now have a daily 
average of about 600. That’s about 10 percent of what we had. Of 
the other people, I don’t expect that we could get any of them back. 

Mr. ALLEN. The type of men who can go into other industries and 
find ready permanent employment, or are they the type of men who 
failing employment with you are perms inently on some relief roll? 

Mr. Hussa. No; they can readily go into other employment because 
the ship-repair industry takes a higher skilled mechanic than an 
ordinary mechanic. He has to be more or less of an all-around man 
and they don’t have any difficulty going into other employment. 

Mr. ALLEN. It would follow, then, would it not, that if the Gov- 
ernment finds a need for an organized and operating neucleus of ship 
repairmen that they must keep the yards going on a fairly level em- 
ployment basis. 

Mr. Hussa. That is correct. 

Mr. SuHetxiey. Mr. Hussa, would you say that your failure to retain 
these men is attributable to your ability to offer them continuity of 
employment ¢ 

Mr. Hussa. Definitely. 

Mr. Suetiey. And they will therefore leave this field of endeavor 
completely and go to some field where they can get regular employment. 

Mr. Hussa. That is correct. 

Mr. Suetiey. One other question—what were the drydock facilities 
of the port of Portland prior to the creation of the present drydock 
facilities under the jurisdiction of the Commission ? 

Mr. Hussa. Well, for as many years as I can remember, the port 
of Portland has supplied the drydocks. I believe at one time, probably 
before World War I, the Willamette Iron & Steel Works had a 
drydock here which I believe they sold to a Seattle firm, and I think 
for some time there were no drydocks here. The large drydock which 
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the port now has—which they own—was built shortly after World 
War I. 

Mr. Auten. And did the port of Portland go into the drydock field 
at that time or around that period ¢ 

Mr. Hussa. That is correct—I think they went into it a little before 
that because they had another job, and I think they went into it before 
that second job was built. ' 

Mr. Auten. And the »y have continuously since that time made avail- 
able such drydocks as are available in this area? 

Mr. Hussa. That is - correct. 

Mr. Totierson. Mr. Magnuson, do you have any questions ¢ 

Mr. oer nusoN. What has h: ap pened to all your shipping activi ity 
vou ment 1 here as having existed before the war / 

Mr “ier SSA. Well. I mention that 7 is gone the steam schoon- 
ers are totally gone. I believe that where there were 120 operating 
on the coast here before the war, there are now 4 or 5, and they no 
longer come in here. 

Mr. Magnuson. Why? 
Mr. Hwussa. They ean’t oper: ate successfully. The cost of oper ation 
too high they have crowded the Ir rates up to the Ve ail rates and 
peyond. 
Mr. Norsiap. IT have no questions. 
Mr. MarurrArp. I have no questions. 
Mr. Totierson. Thank you very much, Mr. Hussa. Our next wit- 
iss is Mr. Farr of Northwest Marine Iron Works. 


TESTIMONY OF ARTHUR E. FARR, GENERAL MANAGER, 
NORTHWEST MARINE IRON WORKS 


Mr. Farr. My name is Arthur E. Farr. I am general manager of 
Northwest Marine Iron Works. I have been in the ship repair busi- 
ness on the Pacific coast for over 25 years, and I have seen the repeti- 
tion of the rise and fall of the merchant marine and ship repair busi- 

ess and the effect of the dissipation of skilled craftsmen essential to 
our security. 

My company is one of the three major ship repair contractors in 


this area. We also manufacture heavy machinery such as winches, 
engines, hoist ng equipment, efe.. for marine purposes. 
During the last Worl | War and the Korean conflict this company 


played a major part in ship construction, conversion, and repair. For 
the past year due to a gradual deterioration of American shipping, 

have had to dlissipat ea number of our skilled ere iftsmen for lac k 
of work. Unless some form of Government assistance is made avail- 
ible to us the future looks very questionab le. Due to our sple ndid 
labor and management cooperation in this area and our ship repair 
facilities, we have been able to competively bid and bring into this area 
a number of vessels from the Military Sea Transportation Service 
and private interests. 


Llowever. we are under a terri ¢ handicap becaus e of the port dif- 
ferentials placed on the MSTS vessels. It is our opinion that these 
vessels particularly tankers should be made available to this area by 


diversion of a portion of hie vessels at sea to this port. Itisa well- 
known fact that most of the MSTS tankers that we have bid on in San 
Francisco and Los Angeles have not loaded cargoes from that area 
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and that such a diversion would have no economic effect on their 
operation and render this critical area the assistance we need. 

We also believe that all naval vessels within the 13th Naval District 
should be made available for competitive bidding to the contractors 
in Portland and not confined to the Puget Sound area only. 

In conclusion, I wish to say that we are not asking for a subsidy 
but merely an opportunity to bid on Government work on the Pacific 
coast on a fair and equitable basis. 

We appreciate your coming to Portland; and on behalf of the in- 
dustry here we wish to thank you for finding a place on your crowded 
schedule. 

Mr. ‘Touuerson. Thank you, Mr. Farr. 1 might say to you that we 
were up in the Puget Sound area a few days ago and the stories we 
heard from the ship-repair yards there, were the same that we are 
hearing here today, and I would just assume that they are all having 
a tough time. Mr. Allen, do you have any questions that you want 
to put to Mr. Farr? 

Mr. Auten. Just one, I think: Mr. Farr, is it the practice of the 
Navy in the 13th district to limit all of their bids to the Puget Sound 
area ¢ 

Mr. Farr. No, I think you possibly misunderstood me. The major 
portion of the vessels available from the Navy are in the Puget Sound 
area because of the fact that the Puget Sound Naval Shipyard is in 
the Puget Sound area, and none of those vessels are made available 
to us on a competitive basis; that is, even if we had to tow them down 
here with a differential. The only Navy work available to us in this 
area is at Tongue Point. It is a very, very small portion of what is 
available in the Puget Sound area, and so far as the contractors and 
the people in this area are concerned, we would be very glad to have 
the Puget Sound compete with us in Astoria if they would let us com- 
pete with them in Puget Sound. 

Mr. NORBLAD. In other words, the Puget Sound people do not 
come down to Astoria nor do you go up there on bidding—is that it? 

Mr. Farr. That’s right. 

Mr. Norstap, Do you get much work out of Tongue Point 4 

Mr. Farr. I can’t say what it is in dollars and cents—I know that 
percentagewise in the 13th Naval District it is probably not over 10 
percent of the work available to private concerns. 

Mr. Norsiap. Does any of that go to Astoria concerns of which 
there are one or two: 

Mr. Farr. A small portion of it. 

Mr. Maituiarp. I have no questions. 

Mr. Suevtey. | have no questions. 

Mr. Maanuson. No. 

Mr. Toutterson. Thank you then, Mr. Farr. Our next witness is 
Mr. Thayer of Willamette Iron & Steel Co. 


TESTIMONY OF PHILIP F. THAYER, GENERAL MANAGER, WILLAM- 
ETTE IRON & STEEL CO., PORTLAND, OREG. 


Mr. Trayer. My name is Philip F. Thayer, general manager, of 
Willamette Lron & Steel Co., one of the largest machine and plate 
shops on the Pacific Northwest. We have been in continuous operation 
for the past 89 years. 

54686—54——_13 
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During the First World War, WISCO constructed a sizable number 
of marine boilers and outfitted a great number of ships for the United 
States Shipping Board. During the Second World War Williamette 
was the headquarters for the supervisor of shipbuilding, United States 
Navy, having jurisdiction over all naval shipbuilding in the Columbia 
River area. In addition to building a large number of newly con- 
structed naval vessels, Williamette built 222 triple expansion engines 
for Liberty vessels with a peak employment of 16,500 workers. Wil- 
lamette also completed a number of major passenger ship conversions 
to troopers, 

Since World War II Willamette has secured for her ship-repair 
division, through all coasts competive bidding, major ship conver- 
sions for the Navy, Coast Guard, and merchant marine. 

Willamette has undisputed one of the finest facilities for ship repair 
and ship conversion on the Pacific coast with fully qualified super- 
visory personnel. Continued activity at the Willamette plant would 
substantially relieve the serious unemployment in this area. 

Mr. Totierson. Thank you, Mr. Thayer, for your very concise state- 
ment which we are pleased to add to our record. I think perhaps your 
concern has experienced the same sort of history that similar concerns 
nationwide have experienced in connection w ith the “peaks and val- 
leys” of ship construction. We certainly hope that as a result of our 
hearings, we may develop a record which will help us convince Con- 
gress and the public that we need to keep our ship-repair and ship-con- 
struction facilities. Mr. Shelley, do you have any questions? 

Mr. Suetiey. I want to throw a thought out, Mr. Chairman, if I 
may, and get a reaction to it from these gentlemen in the ship-repair 
industry here. It has been my contention for several years that the 
practice on the part of the Navy _ the recent adoption of that prac- 
tice for a short period last year by the Department of Commerce and 
Federal Maritime Administration in calling for national bids—bids 
on a national basis—for conversion or large overhaul or large repair 
jobs, could not help but work out to the detriment of the yards and 
the shops on the Pacific coast due to the fact that it cost more to haul 
the raw material over here from the fabricating or manufacturing 
plants in the East—that is, if there are large steel units to be used, it 
costs money to haul the machinery parts across the country, and our 
wage rates are usually in most classifications a few cents higher than 
the wage rates that exist on the east coast; and therefore if we are 
to have any consideration as an integral part of the United States that 
had an industry to support which was important to the defense of 
the country, and has proven itself very vital to the security of the 
country in two wars, those bids should be called for on a coastwise or 
regional basis and I’d like to know whether the thinking that some of 
us on the committee have been giving to that approach, meets with the 
approy al of the men confronted directly with this problem. 

Mr. Tuayer. We have certainly subscribed to that type of thinking. 
There are many ways in which we are placed at a disadvantage when 
we are open to all coast bidding—that’s the two coasts and the gulf— 
and we think that in many circumstances it is an extremely unfair 
situation. 

Mr. Sue.tiey. Does that expression by Mr. Thayer meet with the 
approval of the other gentlemen who have heretofore testified ? 

Response. Definitely. 


vr 
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Mr. Tou.erson. Let the record show that there were no negative 
responses, all affirmative. \ 

Mr. Sueiiry. In Seattle the other day I was “needled” a little bit 
by one of my former colleagues in the AFL who reminded me that 
Seattle also existed on the Pacific coast and that San Francisco 
shouldn't be trying to get all the business; and I want to say here as 
1 said there, that our job i in Congress has been recognized by us as 
one in which we must work together for the Pacific coast to get any- 
thing at this time. I pass that thought on to you gentlemen in indus- 
try and the men in labor and the people on the coast that we have to 
join forces because we are battling for survival of this industry and 
our coast has been getting the short end—and then if we want to have 
a little “family feud” about who gets the big end we have that in our 
own kitchen or back room amongst ourse ‘Ives afterward—let’s get to 
work here first. I think that’s the spirit of this whole committee. 

Mr. Touuerson. I can say that all of us here on the subcommittee 
subscribe to that philosophy. 

Mr. Sueiitey. Well, Mr. Chairman, you have been a leader in push- 
ing that philosophy and I take my hat off to you on it. 

Mr. Magnuson. What is the level of activity at your plant now in 
your operations, Mr. Thayer? 

Mr. TuAyer. Speaking of the ship-repair division, it fluctuates 
quite widely—it can go down as low as 100 or 200 people and it can 
rise as high as 1,200 or 1,500, At the present time we have about 300 
people in ship repair. We have quite substantial commercial shops 
and we look upon that as a somewhat separate activity. 

Mr. Touterson. Are there any other questions? 

Mr. Maenvuson. I might add to what Mr. Shelley said—I certainly 
agree very thoroughly with his sentiments—and I might say, Mr. 
Shelley, we also wish to stress that while we are doing it on a coast 
basis, it is also purely nonpartisan between the political parties. We 
are all working together for the same end. 

Mr. Touuerson. That’s the way this committee has functioned. 

Mr. Macnuson. That's right—that’s just what I meant precisely. 

Mr. Auten. Mr. Thayer, if you wanted to get back to the peak 
employment of 16,500 workers, and men of the same efficiency that 
you had when you had that number, how long would it take you? 

Mr. Tuayer. I’m afraid it would take quite » while—I’d want to 
ponder that one a bit before I give a specific answer but it certainly 
couldn’t be done very quickly. 

Mr. ALLEN. Just doing the best you can, would it be 2 or 3 months 
or 6 months or 18 months—or what would be your best bet 

Mr. Tuayer. I would say a year—at least a year. 

Mr. Auten. I would like to inquire a bit about the use of the public 
dock. Do you, when you bid a job requiring drydocking, work on 
the vessel while it is in the dock with regard to the topside repairs? 

Mr. Tuayer. That would depend—sometimes we do, sometimes we 
don't—depending on the urgency of the thing, the nature of the top- 
side repair, and so forth. 

Mr. AuLen. You take your men and some of the tools and go to the 
dock, or do you bring the dock around ? 

Mr. Tuayer. Oh, no, the dock is in its location but if we are not 
under a lot of pressure timewise, why then we would probably start 
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the ship, possibly at our own dock, take it to the drydock, and do the 
dr ydock work only, and then bring it up back perhaps to complete it. 

Mr. Auten. Do you find that in most circumstances that that is a 
workable arrangement ? 

Mr. Tuayer. Completely workable. 

Mr. Toutuerson. Thank you, Mr. Thayer. Our next witness is Mr. 
Steele of the Portland Labor-Management Committee. 


TESTIMONY OF GORDON G. STEELE, REPRESENTING PORTLAND 
LABOR-MANAGEMENT COMMITTEE 


Mr. Srrete. My name is Gordon Steele. I am president of the 
Portland Labor Management Committee here in Portland. This 
committee was organized some 10 or 1] years ago for the purpose of 
creating a better understanding between Iubor and management in 
the Portland area. We are one of the unique organizations of that 
type in the United States and you have heard expressions from the 
ship-repair people that we - have harmonious labor relations here 
in Portland and this committee takes a good deal of the credit for that. 

The committee is made up of the top people (pardon this e xpression 
as I will include myself) on the management side in the ¢ ity of Port- 
land and the top labor leaders of the city of Portland. We meet 
jointly ; we discuss our problems and then are united in effort toward 
getting more work and more industry in Portland and Portland 
vicinity. We work with representatives of the city, county, State and 
Federal Governments wherever the op portunity presents itself. 

We are proud of our labor record here in Portland and the coopera- 
tion between labor and management. The Portland Labor Manage- 
ment Committee functions with a member of management being presi- 
dent one year and a member of labor being president the next year, 
alternate years between management and labor. We know that dur- 
ing the war period and during the period immediately following the 
war we were able to work out many of the very diffic ult labor-manage- 
ment problems without outbreak either on the side of management 
or on the part of labor. 

It is not our business to settle labor disputes but we do cet into labor 
disputes sitting down with the people involved and a committee from 
the Portland Labor Management Committee to try and work out a 
harmonious settlement of all disputes that may arise. We like to 
get into those, and we generally do get into them before they become 
critical. After they become critical we don’t get into them unless 
we are requested by both sides. By cooperating in that way we have 
been able to build up here in I] -ortland what we know to be an out- 
standing record between management and labor. 

We do know that at the present time there is a pool of unemployed 
shipworkers here in the community. Many of those men, of course, 
have gone to other work as it has become available, but those men are 
here in the community and would be available in ship-repair work if 
ship-repair work were here. That is our story, gentlemen, and we 
hope you will be able to bring us some ship-repair work, 

Thank you, Mr. Chairman. 

Mr. Toutuerson. Mr. Steele. I can assure you that we hope most 
sincerely that we can, too. Your organization is a unique one—I 
don’t think I have ever heard of such a group. If I may I want to 
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commend your group for the fine work it must be doing as evidenced 
by the record that has been indicated your community has made in 
maritime activities—and we can recommend such a committee to other 
communities. Mr. Allen, do you have any questions of Mr. Steele? 

Mr. Auten. I have no questions. 

Mr. Norsuap. No questions. 

Mr. MaILuiarp. No questions. 

Mr. Totuerson. Thank you, Mr. Steele. We have Mr. Way, from 
the Portland Central Labor Council. If you will just proceed with 
your statement, sir. 

Mr. Way. May I say by way of preface that re present: atives of labor 
have met prior to the meeting and selected me as their spokesman so 
as a consequence I will be the only representative of labor appearing 
before this committee. 

Mr. 'Totterson. May I inject a thought here that we appreciate 
your cooperation and the cooperation of all your groups in trying to 
conserve our time: as I indicated at the outset we were a little bit 
short of it and we appreciate your thoughtfulness. 


Mr. Way. Very well, Mr. Chairman, I shall proceed. 


TESTIMONY OF WILLIAM WAY, PRESIDENT, PORTLAND CENTRAL 
LABOR COUNCIL 


Mr. Way. My name is Bill Way. Jam president of the Portland 
Central Labor Council and also president of the Pacific Coast Dis- 
trict Metal Trades Council. Iam here representing the metal trades 
crafts of the Portland area—the painters, sheet-metal workers, la- 
horers, scalers, pipetitters, boilermakers, electricians, engineers, team- 
sters, and machinists 

We, of labor, are proud of the fact that Portland, during World 
War IT was the greatest shipbuilding city in the world. We are 
proud of our production record, and proud of the fact that during 
the life of our Pacific-coast master agreement that we have never had 
a strike or work stoppage. 

Of course, as shipbuilding ceased with the termination of hostili- 
ties, many people who had been engaged in the industry went back 
to their normal peacetime pursuits and the core of shipbuil lers and 
ship repairmen remaining were, naturally, quite proficient. This is 
evidenced by the fact that in our postwar years we have never had 
a ship-repair job go into “penalty” for going beyond the time allocated 
and contracted for the job. We work harmoniously with the con- 
tractors. We, in labor, interchange our members when certain types 
of workmen are scarce in one craft and in supply in another. 

Ship-repair work is a very important segment of Portland’s econ- 
omy. Yet today, we are in serious trouble in trying to maintain our 
existence for this pool of skilled workmen. One week’s work in a 
month (which is our average) scarcely constitutes a decent living. 
This statement is reinforced and proven by statistics from the ( regon 
State Unemployment Service, United States Department of Labor 
surveys, and man-hours worked in the three coastal States as re- 
ported to the metal trades trust fund, the health and welfare program 
for the shipyard workers. 

This report shows that while California (bay area alone) reported 
616,350 man-hours worked in the fiscal year 1953-54; Washington 
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{Puget Sound) reported 255,750 man-hours during the period; Ore- 
gon (Portland area) reported 117,100. Ina ec asual breakdown, the 
bay area had better than five times the emp yloyment in the industry, 
and Seattle better than twice the emp Jloyment, than did Portland, 
Oreg. 

Now, gentlemen, all that we are requesting is equity. We are re- 
questing a fair and proportionate share of work, based upon our 
proven ability to perform the work, our facilities here in the port 
to handle he jobs and the fact that we, of all the Pacific-coast ports 
are listed as a critical unemployment area, classification IV. We are 
not proud of that dubious distinction. Give us an equal break. Re- 
move the inequities which face us, and help us to maintain this work- 
ing force which we will so desperately need should an emergency 
occur. 

I would like to thank you gentlemen for we to the City of 
Roses and the opportunity for all of us to appear before you. 

Mr. Totierson. Mr. Way, it is always a pleasure to come to the City 
of Roses, 7 assure you. My own city of Tacoma has also been listed 
as a critical unemployme nt area of the same classification and I, for 
one, Cal ap preciate the problems that face you here. I was there 
last weekend and it’s not good. You comment on the shifting to other 
em ployment of shipy: ird workers, ship-repair people, when activity 
isslowed down. That's one of the things that concerns the committee 
and concerns it tremendously—we most certainly share your hope that 
when it comes to the : assignment or allocation of work, whether it be 
ship repair or ship construction, that the west coast can be given the 
consideration that we think it should have and that’s in line with 
your own thinking, I know. 

Mr. Way. I agree with that, Mr. Chairmai 

Mr. Suetiey. I have no question. 

Mr. Magnuson. No questions. 

Mr. Arten. Mr. Way, how many men did you have here at the peak 
of wartime employment ¢ 

Mr. Way. The union which I represent, Mr. Congressman, is the 
hboilermakers union and we had 60.000 members at the peak of World 
War [i—now, that is a fair indication of the number of people in the 
_ ‘building industry in this port when you consider the fact that the 
boil erm: ike ae and ironworke T's do about 7 () pe reent of the work on steel] 
ships, which was the type of work done in this port. 

Mr. Aten. How many do you have now? 

Mr. Way. I just “counted noses” this mornine—we have 3.300 this 
morning 

Mr. Anu N. How m: ny did you have at the outset of the war period 
building effort, do you know ? 

Mr. Way. Of World War IT? 

Mr. Auten. Yes, approximately. 

Mr. Way. Less than 100. 

Mr. ALLEN. How long did it take you to get up to the ame 

Mr. Way. We reached our peak in the latter part of 1943 

Mr. Atuen. When did it bidin’ 

Mr. Way. It started in 1941. There was a terrific expense involved 
in training those people—for instance, welder trainees got 90 cents 
an hour for the period in which they trained, and all that sort of thing. 
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Mr. Aten. Do you find that when men leave the occupation some- 
what disappointed, possibly permanently, that you can get them back 
into the shipbuilding trade ? 

Mr. Way. No, that is not so. When Korea started we had that 
problem | confronting us. We started to get down into one of the 
“valleys” the chairman spoke of when Korea happened, and we were 
faced with the immediate problem of getting some skilled shipbuilders 
and we had a terrific problem—I might say that we never satisfac- 
torily concluded the problem, either. 

Mr. Totzerson. Mr. Allen, if I might inject a living example or 
illustration of how difficut it is to get a shipworker back once he leaves 
the job, I left the shipyards in 1917 and never did go back. 

Mr. Auten. I am sure, Mr. Chairman, that the Congress has bene- 
fited as a result thereof. I presume you will find that most of your 
people don’t have to look too far forward—but they are the type of 
craftsmen who can find permanent occupation in other industries. 

Mr. Way. I'll have to agree with Mr. Hussa that the shipyard em- 
ployee of today is a pretty highly skilled craftsman and if he goes 
elsewhere and gets employment, it’s almost certain to be more perma- 
nent than the employme nt he just left ; therefore he isn’t going to come 
back. I’m not going to “hang crepe” "and say he is going on relief or 
anything: He is going to find employment elsewhere but if he does he 
isn’t going to come back. 

Mr. Mauwrarp. I am curious to know whether the figures which 
you have at the top of the second page of your statement, Mr. Way— 
do you have any comparative figures? I am thinking of both among 
these three areas that you mention, and a comparison of those with, let 
us say, similar east-coast areas—what I am getting at, has Portland 
suffered more in this post-Korean decline than ms Puget Sound area 
or the San Francisco Bay area; and how would it compare with the 
Norfolk, Va., area or the New York area or New England—do you 
have any idea how that would add up? 

Mr. Way. All I know, Congressman, is that proportionately I be- 
lieve our west coast, compared to our east coast—if I could t: ake your 
question that way—there is a great more bulk of work on the Atlantic 
coast and the gulf coast than there is on the Pacific coast. I think the 
breakdown as revealed by the statistics which we get from our inter- 
national office and from our Washington, D. C., office shows that there’s 
about 70 percent of our people engaged in shipbuilding and ship repair 
on the eee coast—there’s about 20 percent eng: fo in the culf 
coast and about 10 percent on the Pacific coast; and I believe that that 
is a fair breakdown of the allocation of shipbuilding and ship-repair 
funds, also, on the 3 shipbuilding coasts. 

Mr. Atten. That would be restricting it to private yards, not includ- 
ing navy yards, I take it. 

Mr. Way. That is correct—I have no access to navy-yard figures. 

Mr. Auten. Do you know how that percentage would change as 
against 1945 or even a comparative figure before the war, say, 1939 or 
1940—do you know what that breakdown would have been during 
those periods ? 

Mr. Way. Well, I worked on the Atlantic coast during the period 
of 1939, and the reason I was working on the Atlantic coast in 1939 
is because there was no shipbuilding on the Pacific coast. All I know 
is my own personal experience: I just happened to be a journeyman 
mechanic at that time and was not representing labor. 
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Mr. AtteN. What I was trying to get at is to measure a little bit 
these peaks and valleys starting before the war, coming through the 
high period and now down to a low period again, whether we really 
have any proof rather than just an individual's experience as to what 
the effect has been. one area against another. 

Mr. Way. Are you asking me, for instance, if the Atlantic coast is 
in the same fix employmentwise as we are out here / 

Mr. ALLEN. We know the decline is everywhere. I’m just trying 
to get some Comparison. 

Mr. Way. Well, the great bulk of ship construction and shi p repair 
work known to be as a boilermaker, known to me person: lly, is that 
there is probably ia times as much work on the Atlantic coast as 
there is on the Pacific coast. 

Mr. AtLten. What would you say It was at the pei ak of the war? 

Mr. Way. Well, it was about 50-50, because there are more yards on 

he Atlantic coast than on the Pacific coast. We had big yards, like 
the Richmond yard and like the five yards in Portland, which assimi 
late a lot of employees, 

Mr. Auten. Then if you go back before the war you find the situa- 
tion pretty much as you find it now, where the east coast got the bulk 
of it. 

Mr. Way. The east coast has the permanent facilities; if there is 
going to be any work attracted at all, the east coast is standing in a 
much better position to get it. 

Mr. Auten. Taking this postwar period, if we hadn't obtained an 
allocation to construct the five Marriners in the bay area, the situation 
would have been very much more extreme than it actually was. 

Mr. Way. Yes: that is correct. That stabilized it somewhat. 

Mr. Auien. I would like to complete what we wer Savin 1g when we 
went off the record here. I think we can all conclude that the only 
possible solution to the problem is to somehow vet this distribution of 
work on an even basis coastwise; then would you agree that as far as 
one of the —_— rn Pacific coast areas ¢ iva inst another that we should 
follow Mr. Shelle “y’ s program of keeping the “fioht” to ourselves. 

Mr, Way. Of course my statement was prepared; then when Con- 
gressman Shelley threw out the proposition that we should all be 
harmonious here on the Pacifict coast, I'll certainly agree with that. 
After all, Iam president of the Pacific Coast District Council which 
embraces the entire Pacific coast. 

[ think our prime problem is removal of the inequity that exists with 
respect to an allocation of a great bulk of shipbuilding and ship- 
repair work to (a) the Atlantic coast and (6) the gulf coast, with the 
Pacific coast being (c) and getting approximately 10 percent of this 
program. We are extreme sly fearful of the fact that m: aybe this $170 
million ap propeestson is going to be written down into a 70-20-10 
routine and again the west coast is going to be the “forgotten orphan” 
in this thing. 

Mr. Atten. Mr. Way, speaking of an impression of a Congressman 
1 have been impressed in the short time I have been back there with the 
members of this committee that you see before you, all from the Pacific 
coast. I think that if we can and if the communities which we repre- 
sent and those to whom we look for support can really get the idea that 

» have to work together for the Pacific coast and then take our indi- 
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vidual chances on picking up a reasonable share of the work for our 
own areas, I think we can really make some progress and prevent that 
from happening. 

Mr. Way. Yes, let’s take first things first, let’s get some work for 
the Pacific coast and then we’ll get our pencils all set and start scream- 
ing about west-coast inequities. 

Mr. Totierson. Thank you, Mr. Way, for your very good state- 
ment. Mr. Robert Leedy, please. 


TESTIMONY OF ROBERT A. LEEDY, LEGAL COUNSEL, MARINE 
ELECTRIC CO. 


Mr. Leepy. The Marine Electric Co. is an Oregon cerporation hav- 
ing its principal place of business at 2121 Northwest Thurman Street, 
Portland, Oreg. It is represented before this committee by its presi- 
dent, Damon J. Trout, and by its legal counsel, Robert A. Leedy. It 
desires to submit the following statement for consideration by the com- 
mittee in the formulation of present and future policies relating to the 
construction, overhaul, and repair of vessels in the Portland area, and 
particularly with respect to electrical installations and repairs: 

Marine Electric Co. has the requisite equipment and personnel to 
carry on electrical installations and repairs on vessels on a large scale. 
For instance, it has balancing equipment for use on generators and 
turbine rotors which are unmatched for capacity anywhere in the Port- 
land area. During World War II, it was the largest concern of its 
kind in the Portland area, employing as many as 750 persons. Fol- 
lowing the close of hostilities, a radical readjustment was required to 
meet the new situation under which the demand for its facilities was 
sharply curtailed. The company attempted to meet this development 
by reduction in staff and broadening the field of operations to include 
nonmarine work. It felt and still feels that its continued existence 
and the maintenance of its facilities is needed for national prepared- 
ness and defense in case of new hostilities or other similar emergency. 
The effort to continue was met with consistent operating losses, with 
the result that early in 1950 it was necessary to enter into an arrange- 
ment with the corporate creditors. The Korean outbreak that same 
year produced an immediate and urgent need for the company’s facil- 
ities which was promptly met. An incidental result was the success- 
ful completion of the arrangement with creditors and payment in full 
of the obligations. 

The conclusion of hostilities in Korea brought about a new lull in 
the demand for the company’s facilities, but the institution of econ- 
omies in overhead and operations has enabled it to keep its head above 
water until the present time. Because Marine Electric Co. does much 
of its work upon subcontracts with Albina Engine & Machine Works, 
Northwest Marine Iron Works, and other prime contractors in the 
area, its activity ordinarily depends largely upon the activity of those 
concerns. However, in 1954, the use of vessels from the reserve fleet 
for grain storage resulted in the use of local ship overhaul and repair 
facilities upon jobs not requiring electrical work, with the consequent 
dearth of work for Marine Electric Co. This extraordinary situation 
has had serious adverse effects upon the company’s economic condition. 
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It appeared that the recent appropriation of funds for repairs to 
reserve fleet. vessels under Public Law 663 of the 83d Congress would 
offer relief in the form of contracts or subcontr: acts for marine elec- 
trical work. However, it was recently learned in the instance of the 
attack transport Sy/vania which is currently being withdrawn from 
the reserve fleet for local overhaul and repair, that the Maritime 
(dministration has adopted a policy not to undertake electrical system 
overhauling and repair under this program. This policy, if main- 
tained, may force Marine = lectric Co. out of business and cause the 
loss to this port area of its facilities which have served so well in 
the past in times of need ae will doubteless again be needed in the 
future. 

Apart from considerations involving the financial plight of Marine 
Electric Co., it is respectfully submitted that the policy of excluding 
electrical work from the current program of repairs to reserve fleet 
vessels is contrary to the national interest in two basic and important 
respects: 

First, the life of the electrical system of a vessel in storage is no 
more than 7 to 8 years. If the system and he mers is overhauled 
within that period, the life expectancy is extended accordingly. If 
no overhaul and conditioning is undertaken, virtually complete re- 
placement. will be required, with consequent loss and staggering re- 
placement costs. Therefore, funds expended in maintenance and 
conditioning are well spent and a good investment. 

Second, if overhaul and conditioning of electrical equipment and 
system is deferred until the vessel is actually needed, an inordinately 
long period will be required for reactivation to the prejudice of the 
cause for which the vessel is require “. 

Marine Electric Co. is of the belief that the United States Navy 
recognizes the foregoing principles and has a policy of maintaining 
the electrical systems of reserve vessels. For the reasons stated, 1 
is respectfully submitted that the latter policy is the correct one and 
that such steps as are available should be taken to influence the revision 
of the policy of the Maritime Administration accordingly. 

Mr. Toturrson. Those are all the names I have on the witness list. 
Are there any others who are prepared to testify? If there are, will 
you come forward? 


TESTIMONY OF WILLIAM M. CALDWELL, PRIVATE CITIZEN 


Mr. Catpwetn. My name is William M. Caldwell. I.am a citizen 
of the United States and a resident of Portland, Oreg. I am a master 
mariner and have followed the sea for 29 years. I wish to submit a 
statement about the crucifixion of our shipbuilding and ship-repair 
effort and prevention of the same by stoppage of further transfer 
of American ships to foreign flags. I believe the use and control of 
American vessels after they are built in American yards is an indirect 
problem of shipbuilding, and that American’ labor and American 
taxpayers took for granted that when the American vessels were 
launched, the Government would see that they were used to the ad- 
vantage of United States shipping, not for the aid and comfort of 
foreign shippers who might someday become their enemies. It has 
been 18 years since the national maritime policy was expressed in the 
Merchant Marine Act of 1936. This act stresses the necessity both 
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for the development and maintenance of the domestic and the export 
and import foreign commerce of the United States, and for the na- 
tional security that the United States have an efficient and adequate 
American-owned merchant marine. Grave mistakes were made in 
World Wars I and IT when the United States, with billions of dollars, 
was frantically building ships in months that should have taken years. 
All this because she depended on her allies to help with ships but 
was grievously fooled when her friends transferred their vessels 
to more lucrative trades or to neutral ports at the outbreak of war. 
ee World War II there has been a barrage of false propaganda 

lobbyists for foreign ship ping interests stressing the advantages 
of using foreign-flag shipping. The main selling points are the low 
selling costs gained by substandard wages and living conditions aboard 
their vessels and their low taxes. 

The State Department encouraged the sale and transfer of Amer- 
ican ships to foreign flags. Their basic arguments for these transfers 
were that it would give our friendly allies a chance to carry cargoes 
and earn American dollars, thus giving them an opportunity to pur- 
chase more American goods. The postwar years saw much pressure 
placed on the Government by greedy, profit-seizing American operators 
who vowed they couldn’t compete with cutthroat foreign competition 
because of high American seafarers’ wages and conditions. The result 
was that regulations were eased and many immoral persons, taking 
advantage of loopholes in the laws, caused a wave of fraudulent opera- 
tions to sweep through the maritime industry, solely to evade paying 
American wages and taxes; thus leaving the entire maritime industry 
in an unsavory condition. Now in 1954 the existing international 
crisis in our own national economy and security still confirms the 
necessity for a strong, efficient, and adequate American owned and 
operated merchant marine. Increasing Russian naval might justifies 
strengthening this policy by rehabilitating and enlarging American- 
owned shipbuilding and ship-repair yards and other services. 

This summer Congress appropriated $160 million to modernize, re- 
habilitate, and guarantee the construction mortgages for the American 
merchant marine. This legislation by Congress which carries out the 
intent of the Merchant Marine Act of 1936 is at present being nullified 
by another Government agency which allows easy transfer of Amer- 
ican, ships to foreign flags. Since this legislation was passed, Louis 
S. Rothschild, Federal Maritime Administrator, persists in allowing 
American-built vessels to be transferred at the average rate of one 
vessel every 2 days. It is a certainty that all these runaway flag vessels 
will be operating in open competition with American ships. It is 
absolutely preposterous that the Federal Maritime Administrator can 
nullify legislation to dissipate the fruits of our shipbuilding skills 
which represent national assets of huge value. It is hard to visualize 
any shipbuilding program as being able to keep up with such a fast 
giveaway program. There is no doubt that the overexpanded fleets 
of small countries like Panama and Liberia are all out of proportion 
to their wants and needs. This has been brought about by greedy 
American profit seekers transferring their vessels to evade taxes and 
paying American wages. 

It is an established fact that sea power plays a big part in our 
national economy and national security. The attainment of sea power 
is the Government’s responsibility to us citizens. The American mer- 
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chant marine is our fourth arm of defense; therefore, decisions regard- 
ing the development, building, and mothballing ot ships should be 
qualified accordingly. Any nation depending upon the use of the sea 
for its economy and security, such as the United States, should insure 
that they have control of the use of the sea at all times. Also, they 
should make it difficult for any potential enemy to build up a maritime 
a and, above all, they should deny an enemy the opportunity to 
n ships through confiscation or intrigue that have been built with 
Sain in labor, such as those ships that are now being transferred 
foreign flags. Who knows what friendly nation today might be- 
come an enemy tomorrow’ QOur struggle with the ¢ ‘Communist enemy 
is all important. Now is the time to set a hard, tough course in what 
s best for the United States shipping industry and to follow it, come 
what may. The United States must ever remain independent of any 
nation in the carrying of her commerce during peacetime, and in war- 
time must never again be dependent on ore ships to carry her 
troops and war supplies. It is time thet the United States Department 
of State and the Maritime Administration start worrying about Amer- 
ican shipping instead of expending their energies toward development 
of foreign shipping at the expense of American ece nom) and security. 
In 1946 the United States had approximately 5O percent of the world’s 


deadweight tonnage. Today the United States has only about 10 per- 
cent of the tonnage. To prevent further dissipation of past, present, 


and future shipbuilding and ship repair efforts, 1 vigorously protest 
any more transfer of American ships to foreign registry of flags. 
As long as America is strugeling with Communist enemies, I believe 
it should be unlawful to sell, mo rtvage . lease, charter, deliver, or in 
any manner transfer to any person not a ‘itizen of the United States 
or a place under forelen registry or flag anv vessel or any interest in 
a vessel owned by a citizen of the United States. I sincerely believe 
that denving further transfer of merchant ships to foreigners 1s abso- 
lutely necessary to save our fourth-arm defense, the American mer 
chant marine, 

Mr. Totierson. Mr. Caldwell, are you making the statement on 
beh “e of yourself ? 


Mr. Catpwein. As a private citizen. Tam a member of Local 90, 
Maste . Mates and Pilots. 

Se i LLEFSON. I just ask that for the record, sir. This subcom- 
mittee, as I indicated at the outset, is authorized to give consideration 
to these ship-construction and ship-repair industries and to check our 
lay up fleets. However, I want to assure you that the full Merchant 


Marine and Fisheries Committee of the House of Representatives is 
aware of this problem and we discussed it just a few days before 
Congr vdjourned a nd decided that we would take that whole sub- 
ject up as soon as Congress convenes again in January. Under the 
law. the Administrator is authorized or given some discretion under 
which he can make transfers, and if our committee feels that that 
should not be done, then we are going to have to offer an amendment 
to the existing law. We apprec late your coming here, sir. 

\re there any other witnesses now whose names | did not have? 
| No reply.| Let me say then that within the next 2 or 3 weeks, 
any of you would want to submit a statement or supplement the 
statements that you have made, feel free to do so and simply send them 


A RE TN 
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to Mr. Norblad, who will see that they get into the record of our 
hearings. a . 

Let me thank all of you who have appeared and testified for your 
courtesy and thoughtfulness in keeping your statements brief enough 
so that we could meet our time schedule. We are grateful that you 
are considerate of our problem in that regard. 

Mr. Norsuap. Mr. Chairman, could I also express the thanks of 
the group for being here today because I think they have opened the 
eyes of my colleagues from California and Puget Sound, and they 
will now realize that Portland is the No. 1 port on the Pacific coast 
and has the No. 1 potential in shipbuilding. Chat is all I have to say. 

Mr. Totnerson. Mr. Norblad, we thank you for your contribution. 
The full statement by Mr. Caldwell will be inserted. 


SUBMITTED STATEMENT BY WILLIAM M. CALDWELL PROTESTING DISSIPATION OF 
AMERICAN SHIPBUILDING Errorts THROUGH TRANSFER OF AMERICAN SHIPS TO 
FOREIGN FLAGS 


Mr. Chairman, my name is William M. Caldwell. I am a citizen of the United 
States and a resident of Portland, Oreg I am a master mariner and have 
followed the sea for 29 years in unlicensed and licensed capacities. I am a 
member of the International Organization of Masters, Mates, and Pilots, Ine., 
West Coast Local 90. I wish to submit a statement about the dissipation of our 
shipbuilding and ship repair efforts and the prevention of the same by stopping 
further transfer of American ships to foreign flags. 

I believe that the use and control of American vessels after they are built in 
American yards is an indirect problem of shipbuilding in that American labor 
and American taxpayers took for granted that when American vessels were 
launched that the Government would see that they were used for the advantage 
of United States shipping and not for the aid and comfort of foreigners who 
might someday become their enemies. 

It has been 18 years since the national maritime policy was expressed in the 
Merchant Marine Act of 1936. This act stressed the necessity, both for the 
development and maintenance of the domestic and the export and import foreign 
commerce of the United States, and for the national security, that the United 
States have an efficient and adequate American-owned merchant marine, 

Grave mistakes were made in World Wars I and II when the United States 
wasted billions of dollars frantically building ships in months that should have 
taken years. All this because she depended on her allies to help with ships, but 
Was grievously fooled when her friends transferred their vessels to more lucrative 
trades or to neutral ports at the outbreak of war 

Since World War II there has been a barrage of false propaganda by lobbyists 
for foreign shipping interests stressing the advantages of using foreign flag 
shipping. Their main selling points are the low operating costs gained by su 
standard wages and living conditions aboard their vessels and the low taxes 

The State Department also encouraged the sale and transfer of American 
ships to foreign flags. Their basic argument for these transfers was that it 
would give our friendly allies a chance to carry cargoes and earn American 
dollars, thus giving them a chance to purchase more American goods. 

Postwar years saw much pressure placed on the Government by greedy, profit- 
seeking American operators who vowed that they couldn’t compete with cut 
throat foreign competition because of high American seafarer’s wages and condi 
tions. The result was that regulations were eased on transfers and many im 
moral persons, taking advantage of loopholes in the laws, caused a wave of 
fraudulent operations to sweep through the maritime industry, solely to evade 
paying American wages and taxes, thus leaving the entire American maritime 
industry in an unsavory condition. 

Now in 1954 the existing international crisis and our own national economy 
and security still confirms the necessity for a strong, efficient, and adequate 
American owned and operated merchant marine. Increasing Russian naval 
might also justifies strengthening this policy by rehabilitating and enlarging 
American-owned shipbuilding and ship repair yards and other services. 

This summer Congress appropriated $160 million to modernize, rehabilitate, 
and guarantee construction mortgages for the American merchant marine. This 
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legislation by Congress, which carries out the intent of the Merchant Marine 
Act of 1956, is at present being nullified by another Government agency which 
allows easy transfer of American ships to foreign flags. 

Since this legislation was passed, Louis S. Rothschild, Federal Maritime Admin- 
istrator, persists in allowing American-built vessels to be transferred at the 
average rate of 1 vessel every 2 days. It is a certainty that all these runaway 
flag vessels will be operated in open competition with American ships. 

It is absolutely preposterous that the Federal Maritime A@ministrator can 
nullify legislation through dissipating the fruits of our shipbuilding skills which 
represent national assets of huge value. It is hard to visualize any future ship- 
building program as being able to keep up with such a fast giveaway program. 
Phere is no doubt that the over-expanded merchant fleets of small countries like 
Panama and Liberia, which are all out of proportion to their wants and needs, 
has been brought about by greedy American profit seekers transferring their 
vessels solely to evade taxes and paying of American wages. 

It is an established fact that seapower plays a big part in our national economy 
and national security The attainment of seapower is the Government’s responsi- 
bility to its citizens. The American merchant marine is our fourth arm of 
defense, and therefore decisions regarding the development, building, and moth- 
balling of ships should be qualified accordingly 

Any nation depending upon use of the sea for its economy and security such 
as the United States should insure that they have control of the use of the sea 
at all times. Also they should make it difficult for any potential enemy to build 
up a maritime force, and above all they should deny an enemy the opportunity 
to gain ships through confiscation, or intrigue that have been built by American 
labor, such as those ships that are now being transferred to foreign flags. Who 
knows what friendly nation today might become an enemy tomorrow ? 

Our struggle with the Communist enemy is all-important. Now is the time 
to set a hard, tough course on what is best for the United States shipping industry 
and to follow it, come what. 

The United States must ever remain independent of any nation in the carrying 
of her commerce during peacetime, and in wartime must never again be de- 
pendent on foreign ships to carry her troops and war supplies. 

It is time that the United States Department of State and the Maritime Admin- 
istration start worrying about American shipping instead of expending their 
energies toward developing foreign shipping at the expense of our American 
economy and security. 

In 1946 the United States had approximately 50 percent of the world’s dead- 
weight tonnage, today United States has only about 10 percent of the tonnage. 
To prevent further dissipation of past, present, and future shipbuilding and ship 
repair efforts, I vigorously protest any more transfer of American ships to foreign 
registry or flags. 

As long as America is struggling with Communist enemies I believe that it 
hould be unlawful to sell, mortgage, lease, charter, deliver, or in any manner 
transfer, to any person not a citizen of the United States, or transfer or place 
under foreign registry or flag, any vessel or any interest in a vessel owned by a 
citizen of the United States and registered under the laws of the United States. 

I sincerely believe that denying further transfer of American ships to foreigners 
is absolutely necessary to save our fourth arm of defense, the American merchant 
marine 


APPENDAGI EVENTS CONCERNING THE STEAMSHIP “Riviera,” A LIBERIAN SHIP 
ON THE LIBERIAN HELLSHIP “RIVIERA” 


in Portland, Oreg. She was the filthiest vessel to ever dock in the port’s his- 
tory Little did the housewives in their modern homes located on Willamette 
Boulevard above Swan Island realize this. The ensuing days with court battles, 
striking foreign seamen, and publicity would prove to them that there are indi- 
viduals who are greedy enough for profits to subject other humans to horrible, 


September 3, 1952, the Liberian steamship Riviera berthed at Swan Island 


degrading conditions to secure them 

Such was the case when on September 9 the mixed foreign crew struck the 
steamship Riviera. They contended that their living, food, and safety conditions 
were absolutely unbearable and that all the promises to remedy them were 
never kept by the master. The master, Tom Cawden, a Scotsman, contended 
that the conditions were satisfactory although they could stand some improve- 
ment He stated further that the crew were trying to break their 2-year contract 
and gain higher wages. 
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A few days after the strike was called, Frederick Kaiser, spokesman for the 
crew stated, “We started our strike here because America is a free country and 
we hope to get our rights. The German members of the crew have heard of 
your democracy and now we are seeing it in action. In other ports where we 
have been labor is not as free as it is here.” 

September 26, 22 of the Riviera’s crew were placed in a United States prison for 
no other crime than refusing to go to sea on a 20th century “hellship.”’ This 
was the culmination of 3 weeks of striking, with the attendant State and Federal 
court battles. 

These men exemplified the words of Andrew Furuseth, founder of the Sailor's 
Union of the Pacific in 1885, who said, “You can put me in jail. But you cannot 
give me narrower quarters than as a seaman I have always had. You cannot 
give me coarser food than I have always eaten. You cannot make me lonelier 
than I have always been.” ; 

This steamship Riviera, so far from the average American idea of the fabulous 
French Riviera, flies the national Liberian flag. Her owners are the Compania 
Naviera Hidalgo of Panama. She is an ex-ugly duckling, a Liberty-type vessel 
launched in Richmond, Calif., in 1943 as the steamship John Palmer. She 
proudly flew the American flag during World War II. She was originally sold 
to a South African nation and later purchased by a group of Greek nationals 
living in New York City, who organized a corporation under the laws of the 
Republic of Panama, and who registered said vessel under the laws of the 
African Republic of Liberia. Some of the Liberian maritime laws are copied 
after outmoded American statutes used prior to 1860. She was sold by the 
United States in 1948. 

This ill-fated voyage originated in Bremen, Germany, March 19, 1952. The 
Riviera had previously been shuttling from Newport News to European ports 
with Marshall plan coal. On this date a crew of German, Danish, and English 
were signed on the articles, with an English master in command. A German, 
who was chief engineer, acted as interpreter for the crew 

A German-.agreement was also signed at this time, calling for a voyage of 
not less than 30 days. This was a German regulation which protected German 
nationals from being exploited by foreign operators and had to be produced by 
the ship’s master to obtain clearance from German ports. 

A few days after sailing water was rationed. On complaining to the master 
of this, they were informed that instead of proceeding to Newport News they 
were heading for New Orleans and a load of grain for India. From there to 
such ports in the world as the master directed for a period of time not to exceed 
2 years. 

The crew then realized that in the confusion of signing articles in the officer’s 
salon, and in the translation of the articles from English to German by the 
German chief engineer that they had been duped and shanghaied by an English 
master that hated them, and were in for a hard time. 

To say the least, this was disheartening for the crew, as many had families 
which thought they would be home in 5 or 6 weeks. The crew had apprehended 
that the vessel would operate in the same coal trade as previously. 

On arrival in New Orleans the crew made a formal protest to the master, Tom 
Cawden, of the substandard conditions and the treatment afforded them on the 
vessel. The captain promised to clean the vessel up and improve the working 
conditions. He promised to pay them 40 cents an hour for overtime in excess 
of S hours and $2.80 for all Sundays at sea. 

The vessel finished loading a full cargo of grain for Bombay and departed. 
En route the captain refused to keep any of his New Orleans’ promises. Once 
more the crew realized that they had been tricked to get the vessel out of 
port and on toward another destination. 

On arrival in Bombay, the crew appealed to the German consulate general 
for help. The captain once again promised to the German consul that he would 
clean the vessel up and pay the men extra overtime for their work. 

The master, while making these promises, Was in the midst of purchasing meat 
stores in Bombay that would outshine any of his previous misdeeds, The meat 
he purchased was diseased local water buffalo and so rotten that it was loaded 
in the dead of night so the crew wouldn’t observe the operation. 

The vessel completed discharging and then sailed for Calcutta for a load of 
coal for Japan. Once at sea the master again refused to keep any of his 
promises. This ship, like many others under foreign flags, had only oral work- 
ing agreements and was entirely at the mercy of the master. 
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On arrival in Caleutta the Riviera loaded a full cargo of coal. Her sailing 
orders called for her to proceed to Japan via Singapore and thence to Portland, 
Oreg., in ballast. A few days out of Singapore, M. Klunker, second assistant 
er, complained to the master that the fireman and oiler on his watch 


enzeine 
1 them and were so sick that they couldn’t 


couldn't eat the rotten food server 
stand a proper watch 

Once again the master promised to remedy the conditions and agreed to get 
better stores in Singapore. He surveyed the food and condemned a few pounds 
of rotten liver as untit for human consumption and dumped it over the side to 
satisfy the crew momentarily On arrival in Singapore he purchased some 
Australian beef and mutton and minor dry stores. He then proceeded to 
Japan 

I he crew 
however, as the master 
any of the new meat that had been purchased in Singapore. 

The men now realized that they were faced with the reality of eating boot- 
legged, maggoty, diseased food that was unfit for human use. They also were 
aware, because of various hospitalizations during the voyage, that they were 
undermanned and a hazard to navigation in their sick and weakened condition. 

The only thing that kept the crew’s morale up on the long voyage to Japan 
and across the Pacific to Portland, Oreg., was the knowledge that in the United 
States that labor was free and they might be able to remedy the outrageous 
This was the situation when the Riviera arrived in Portland, 


now anticipated better food and conditions. This was short lived 
ordered all the old meats to be consumed before using 


conditions there 
September 3, 1952 

rhe crew once again protested to the master about the food as well as the 
unsafe condition of the lifesaving and firefighting equipment. He told them he 
would think it over about the repairs. They asked about a draw. He refused 
them. He refused to pay their overtime. He refused to clean up the ship. 
He finally refused to listen to their grievances. He refused to treat them as 
human beings 

September 9, the crew used the only available Weapon they had to strike back 
at these “hellship” conditions. They placed a picket line at the gangway telling 
the world they were on strike against the steamship Riviera for better living 
and safety conditions 

Public sentiment for the strikers swept over Portland like wildfire when the 
citizens became aware that the foulest, filthiest, unsafe vessel in the port’s 
entire history had berthed at Swan Island 

Shore people could hardly believe that conditions supposedly outlawed 100 
years ago were being forced on humans in this 20th century. Diseased water 
buffalo meat, purchased at 0.14 cents a pound in India, maggoty and weevil 
infested dry stores, delapidated, rusty, and wornout lifeboats, rotten life 
preservers, bedbugs, lice, fire hoses and gear rusty and worn out prevailed 
throughout the vessel. The lifeboats hadn’t been launched for a long period 
of time, the fire gear was absolutely unusable and no legal inspection of the 
equipment had been held for several years. 

\ll this was evident to interested parties who inspected the vessel’s con- 
dition. One group of Protestant ministers, whose spokesman was Rev. Mark 
Chamberlin of Gresham, Oreg., became so incensed and amazed that human 
beings could be so ruthlessly exploited that they sent strong protests to Senator 
Wayne Morse of Oregon, to the heads of their churches and to the United Nations. 

They pointed out in their protest that because of these appalling substandard 
safety and sanitary conditions that the standards of merchant seamen were 
being lowered throughout the world and that legitimate and sound merchant 
fleets were being replaced by such nondescript fleets as the Rivera represented. 
hey also called upon Congress to ake a thorough investigation and report to 
the public how Liberty ships costing the American taxpayer a million dollars or 
more each could be purchased for a song by foreign interests and sail under 
such horrible conditions. 

When the stevedores arrived to commence lining the vessel for a cargo of 
grain, they refused to go through the crew’s picket line. The shipyard workers 
also discontinued repairs and left the vessel with the engine partly dismantled 
and the rudder laying on the dock 

Much sympathy and encouragement was extended to the foreign strikers by 
crew members of the steamship Cotton State, an American ship, while she was 
berthed close by. Collections were taken up by longshoremen, sailors, shipyard 
workers and interested people for the hapless crew to buy needed food and 
cigarettes while on strike. Some days they only existed on cold snacks and 
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candy bars but most of the time they fared well. Militant union men were 
busy stirring up sentiment to force the port authorities to clean the vessel up. 

The United States Public Health Service gave the vessel a routine inspection 
when it arrived. This inspection was confined to whether the ship was rodent 
infested and whether the crew members had any communicable diseases. This 
was as far as their jurisdiction extended. 

The first 2 weeks the crew stayed on board the vessel awaiting court decisions. 
The master refused to pay or let them draw on their accrued wages during 
this period, At first the company brought legal action against the crew striv- 
ing to halt their picketing. William Benz, Portland agent for the Sailor’s Union 
of the Pacific, engaged attorneys to represent the Riviera’s crew in their struggle 

The crew won the first round of their court battle when Circuit Court Judge 
James R. Bain sustained the sailor’s demurrer to the company’s complaint to 
restrain the picketing of the vessel. Judge Bain found that the operator’s suit 
didn’t contain allegations which could constitute a cause of action. 

The next move by the company’s lawyers was to amend the complaint to in- 
clude allegations that would come under Liberian laws. They were also con- 
templating Federal court action to remove the crew from the vessel and give the 
ship back to the master. They now contended that the crew refused to work, 
obey, or depart from the vessel. 

A United States marshal was placed by the gangway to see that the vessel 
didn’t move from its berth. When asked why he was there he stated, “I don’t 
know, but the vessel can’t be moved according to my orders.” With the engine 
dismantled and the rudder on the dock, no steam in the boilers, there was no 
doubt that the steamship Riviera wasn’t going far from Swan Island. 

Financial suits next entered the picture. The company started damage action 
against the Sailor’s Union of the Pacific for $25,000. They contended the Ameri- 
can sailors incited the strike so as to raise the foreigner’s wages. They also 
held all the men’s accrued wages for fines for not working and for possible de- 
portation expenses in event the men were deported to their home countries. 

Death next moved into the act. Wenzel Kratky, 46, who had just been re- 
turned to the vessel from the hospital for treatment of burns, was found hang- 
ing in a toilet room on board the vessel. Several stab wounds were found in his 
left breast. Shipmates explained that he had been despondent while a patient 
for 2 weeks at St. Vincent’s Hospital in Portland. 

After lengthy questioning of the crew by Portland Detective Set. E. H. Clark 
and an examination of the body by Deputy Coroner Anthony W. Wald, suicide 
was tentatively listed as the cause of death. The investigation uncovered the 
fact that when a friend of the dead man visited him at the hospital, he expressed 
a desire to die if he had to go back to the filthy ship after sleeping in clean white 
sheets at the hospital. 

Arguments and disputes over the Federal court’s jurisdiction caused the case 
to become further entangled. The sailors’ attorney, Richard R. Carney, argued 
that exclusive jurisdiction over internal order on the Riviera lay with the 
Liberian consul through a treaty with the United States. 

The opposing attorney, Gunther Krause, then told Federal Judge Gus J. Solo 
mon that there wasn’t any Liberian consul in the United States. After pro and 
con arguments the judge ordered Carney to produce the Liberian consul or he 
would take jurisdiction of the case. 

In the midst of the excitement, John D. Mosser, company attorney, declared 
that under American law the crew’s action and refusals would constitute 
mutinous action. This gave the entire picture a grim aspect and boded ill for 
the striking crew in case of defeat. 

During the court’s hearing, Frederic Kaiser, spokesman for the alien crew, 
listed the reasons for the strike. Lack of sufficient food, meat unfit for human 
consumption, unsanitary conditions, crowded and unclean quarters, shorthanded 
crew, unsafe lifesaving and fire equipment were the main reasons. 

The ship’s hospital was used for part of the crew’s sleeping quarters. The 
bunks were equipped with filthy straw mattresses. The hospitals on most ships 
are used exclusively for sick seamen and for no other purpose. A washbowl near 
the hospital was found leaking on the deck, leaving a filthy wet mess. 

September 26, the picture on the Riviera was changed. Federal Judge Gus J. 
Solomon ordered the 22 foreign seamen off the vessel. They left the vessel peace- 
fully with their clothes and in custody of the immigration agents. They were 
placed in the Multnomah County jail under $500 bond. The immigration 
officials stated that they had lost their status as seamen when removed from 
the vessel by Federal order and were subject for deportation, thence the bond. 

54686—h4 14 
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Three detainees were taken to Seattle for safekeeping and would have to be 
taken from the country by the vessel when she sails. 

This jailing stirred Portland’s Central Labor Council into action, A proposal 
by Philip Pino, sailors union, to send a telegram to United States Attorney 
General James P. McGranery protesting “the cruel, inhuman, and illegal treat- 
ment by Government officials of these men” was concurred in unanimously and 
the telegram dispatched. It also requested that these men be freed from jail 
and given an opportunity to find other employment on foreign vessels, a courtesy 
granted to other foreign seamen 

The operator’s elation at this victory was short lived. Longshoremen were 
ordered back to line the vessel once again. Two hours later when they arrived 
for work, they were greeted by two pickets from the International Transport- 
workers Federation, a group who has members in every country except those 
who are Communist dominated. The longshoremen left without going through 
the picket line. 

A few outside incidents have inserted a little comedy into this conflict from 
time to time. A United States sailor, obviously in his cups, encountered the 
master and chief engineer having a quiet little beer in a tavern. When he 
learned that they were from the notorious Riviera he started an argument wiih 
them 

After a few minutes of arguing he decided to take the chief engineer on board 
his ship for safekeeping. He called a cab and proceeded to the Riviera. When 
he went on board the ship he woke several of the officers informing them he was 
in charge of a raiding party and had brought the chief engineer on board for 
protection from anti-Germans and unions. He then left, warning them not to 
step ashore or they would probably be shot. He had forgotten all about the 
master in his escapade. 

The crew's mascot was given to a Portland harbor patrolman as a parting zift 
by the crew. Little did the cop realize that this monkey would need five Guv- 
ernment agencies’ clearances before he could take him home as a pet. 

After a few days in jail the Riviera’s family men sent out an SOS for funds 
to help their dependents at home. Sailors and waterfront workers responded 
and assured the jailed men that their families would be taken care of while they 
were unable to. 

Next, the Liberian Ambassador, Clarence Simpson, in Washington, D. C., made 
a delayed entrance into the case. He announced that the Maritime Comuinis- 
sioner of Liberia would investigate the crew’s charges of unsatisfactory condi- 
tions on board the Riviera. He stated that although the company is Panamanian 
the vessel must abide by Liberian statutes as she flies the Liberian flag. 

The master’s refusal to pay the crew members caused them to claim in an 
admiralty court libel $45,056 for back wages, penalty wages, and passage back 
home to various ports in Europe. The master was ordered to bring the payroll 
and articles to court with him. 

The next move was a countersuit by the owners of the struck vessel which 
was filed asking $50,000 from the sailors’ union for fomenting and inducing the 
crew to mutiny, desert, and go on a sitdown strike. 

he two civil suits were consolidated and tried at the same time in Federal 
Judge Gus J. Solomon’s court. The 22 imprisoned men, who were plaintiffs in 
one part of the trial over the conditions and the seaworthiness of the vessel, were 
under police guard as they sat in Federal court. 

The testimony involving the men was a complicated matter as it had to be 
translated and interpreted for the records. Bruno C. Linde, a representative of 
the German consul, was adviser to the German nationals. Federal Judge Solomon 
personally inspected the steamship Riviera at her berth at Swan Island. 

The first day of this trial the American sailors graciously treated the impris- 
oned men to lunch, cigars, and cigarettes at a nearby French restaurant. The 
$4 a plate lunch was thoroughly enjoyed by the men in lieu of their daily county 
jail repast. 

As the testimony and evidence was unfolded to the court it was almost un- 
believable that humans could exploit their fellow man in such manner. John 
Peterson, chief cook testified that he was forced to serve rotten food to the crew. 
He said the flour and oatmeal contained weevils and that there were maggots 
n some of the provisions, The galley was so dirty and rusty that flakes were 
continually falling in the pots of food while he cooked. 

Approximately 3 months previous, the crew of the steamship Nikki another 
Liberian flagship appealed to the Sailors’ Union for help in alleviating horrible 
conditions on their ship. Eleven of her crew deserted and refused to sail her 
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because of unsanitary and unsafe conditions. Four of these men shipped on 
other foreign ships. The seven others were eventually deported at the expense 
of the United States Government. 

The Nikki affair, a $50,000 lawsuit and the jailing of the Riviera’s crew has 
brought the Sailors’ Union out fighting mad. They have went on record to hold 
the Compania Naviera Hidalgo and her 43 other ships unfair to organized labor 
all over the world. 

They have called upon United States Senators and Representatives to urge 
a congressional investigation of all circumstances regarding the use of American 
taxpayer’s ships by unscrupulous international pirate groups in destroying the 
American seamen’s standard of living and of their influence in getting fat 
United States contracts that legitimate American shipowners can’t get. 

As the trial progressed Capt. John Anderson, a retired United States Coast 
Guard merchant marine inspector, testified that he had tried to open valves of 
the steam smothering apparatus and found them frozen with rust. 

However conflicting testimony was then given by the master and chief engi 
neer of the Riviera. They said that upon hearing Captain Anderson's testimony 
they went back to the ship and tried the valves and found them satisfactory. 
They didn’t dispute testimony that firefighting equipment hadn’t been used or 
tested for almost 2 years and that there wasn't a usable fire hose in the 
engineroom. 

Riviera crew members testified that emergency equipment in the lifeboats was 
rusted. Also that there were holes caused by rust in the hulls of the lifeboats. 

The company answered this by stating that the lifeboat repairs and needed 
emergency equipment had been ordered September 29, 1952. This all happened 
3 weeks after the crew was removed and jailed. 

Although it wasn’t brought out in court responsible persons had viewed the 
master and his licensed officers working in the night cleaning up the vessel and 
freeing the rusty, frozen davits of the unsafe lifeboats. 

Tuesday, October 28, 1952, through funds generously contributed by Portland 
organizations and citizens, 7 members of the Riviera were released on $500 bail. 
All their housing and care was paid from the same fund. The other 15 members, 
all German nationals, remained in jail under custody of the Immigration. 

The following day, after all attempts at compromise had been exhausted by 
the disputants, Federal Judge Gus Solomon ruled that the Riviera’s crew was only 
entitled to their unpaid back wages and overtime of $2,708.57. He said that they 
were not entitled to any more because they deserted the ship and refused to go 
back to work at the master’s command. 

At the same time he decided that the shipowner had failed to prove that the 
Sailors’ Union had induced the foreign crew to break its contract, so ruled in 
favor of the union in the $50,000 suit. He also held that the crew had failed to 
prove the food, quarters, and safety equipment were unfit for human use and 
habitation. 

This adverse decision aroused the 15 Germans, who were still in jail, and 
ended in their discharging Richard Carney and K. C. Tanner, their attorneys. 
Bruno Linde, a representative of the German consul, was then named to 
represent the crew 

Linde reported to the court that the shipowners had tentatively offered new 
employment contracts of 6 months to the crew members, also agreeing that 
the vessel would be made seaworthy. They offered to pay wages for the time 
spent in jail, in addition to a $200 bonus. 

While the jailed crew members were mulling this offer over, one of their 
shipmates was stricken with appendicitis and rushed to the emergency hospital 
at 2 in the morning. 

Thursday, October 30, 1952, the rest of the jailed crew were surprised when 
they were released from jail and placed in custody of the German consul 
At the same time Judge Solomon decided that the crew members wouldn’t 
have to forfeit the $2,708.57 he had previously awarded them, and also ruled 
that they weren't liable to pay damages to the owners because of losses due 
to the vessel being picketed and tied up. 

This ruling stimulated the crew and they showed a desire to rehire their pre- 
vious attorneys and also retain the consul’s agent. At the next hearing Judge 
Solomon polled the men in open court as to their desire to rehire the attorneys, 
granting their request when the poll proved positive. 

The Compania Naviera Hidalgo next moved to ask the Federal court to re- 
strain picketing of the Riviera. They complained that the local authorities had 
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not acted to stop the “unlawful picketing.” The court refused to take jurisdiction 
f the cause at that time, but took it under advisement. 
\ few days later the court accepted jurisdiction of the case and asked the 


Sailors’ Union and the Ririera’s crew members to show cause why they shouldn't 
be halted from picketing the vessel 

Saturday, November 22, Judge Solomon issued a temporary injunction halt 
ing picketing of the steamship Riviera. He further stated that because seamen 
were wards of the court that care was taken to protect them from injustice and 
oss of Iso when articles or contracts were signed that seamen 
must adhere to these contracts for the duration of the contract 

rhe judge said that the British articles gave them the same working condi 


their rights 


tions that British seamen had gained through collective bargaining in England 
and were also approved by the German Labor Office. He said that it wasn't 


proper for them to try and escape provisions of the articles in a foreign port by 
striking and reopening their wage and working contracts 

The Sailors’ Union had argued that the foreign operators hadn't complied 
with all the provisions of the Taft-Hartley Act. The judge denied this by saying 
that this act wasn’t written to settle disputes between foreign interests 

On Monday, November 24, and in apparent disgust at this latest setback, three 
German crew members of the Riviera shipped on board a German freighter, the 
Clans Fischoff Phis vessel was bound for India with a full cargo of grain 

rhis relieved the Immigration Service of 3 of the 22 vexing problems that had 
been in their hair for approximately 2 months 

Wednesday, November 26, Judge Solomon issued an interlocutory injunction 
which opened the way for repairs to be resumed on the Riviera. 

\fter a day of peace and repairs the battle of the Riviera was started once 
again. On Friday November 28, the Master, Mates, and Pilots pickets appeared at 
the gangway halting any further repair work. A few hours after the pickets ap- 
peared the vessel’s owners sued in Federal court for another injunction to re 
strain the new demonstrators. 

While the Mates were engaged in litigation over the picketing, the Immigration 
Service Board of Appeals reversed the findings of Louis Hafferman, local hear 
ing examiner, who had ordered the 22 striking Riviera crewmen deported. The 
Board directed that proceedings against 15 of the crewmen (German) by termi 
nated. Cases of the other 7 were ordered reopened. This gave the men 30 days 
in which the depart from the country voluntarily. 

Tuesday, December 9, Judge Solomon halted the Mates from further picketing 
of the Riviera. He said in his decision that the picketing was illegal because 
there was no labor dispute with the owners. He also took note of testimony in 
which it was claimed that American vessels had been leased to foreign registry 
to carry cargo usually carried in American vessels, thus limiting employment 
of American seamen. 

Judge Solomon said this was not a problem of his court, but for the legislative 
or executive branches of Government 

On Thursday, December 11, a third union, the Seafarers’ International Union 
hit the picketline. The repairs, which had been resumed once again, were im- 
mediately stopped 

This time Judge Solomon acted swiftly. He heard the case Friday afternoon 
and reached his decision at 9:24 p. m., Friday evening. The judge held that 
circumstances of this picketing were the same as the two previous cases, and 
that the picketing should be halted 

This last case was the sixth to be heard in the district court. Richard Carney, 
the union's attorney, appealed all the cases to the appellate court of the 9th 
United States district at San Francisco, Calif. 

In the meantime the Riviera, repaired, cleaned and painted, started loading 
wheat immediately for India. She shipped a Canadian crew from Vancouver, 
British Columbia. 

Saturday, December 20, the Riviera sailed with her cargo of wheat for India. 
The battle of the pickets was lost but the ensuing publicity awakened the Ameri 
can citizens to the danger of foreign registered ex-American ships. 

The Ririera’s foreign crew and their families in Europe experienced and saw 
democracy in action. They were part of a crusade to make a better way of life 
They saw our courts, our Immigration Service, our labor unions, our press, our 
people in action in their own free way 

There is no doubt that these foreigners and their families will, by word of 
mouth, voice the merits and justice of the American way of living because of this 
Riviera episode. They have seen American seamen demonstrate vigorously their 
protest of substandard living conditions for their fellow man 


aan wants 
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It is heartening to see that our President-Elect Eisenhower isn’t apathetik 
and indifferent to the dangers of such international schemes that are designed to 
place United States ships such as the Riviera, in alien hands. 

He says, “We were caught flatfooted in both world wars because we relied too 
much upon foreign owned and operated shipping to carry our cargoes abroad 
and to bring critically needed supplies to this country 

“America’s industrial prosperity and military security both demand that we 
maintain a privately operated merchant marine adequate in size and of modern 
design to insure that our lines of supply for either peace or war will be safe 

“IT consider the merchant marine to be our fourth arm of defense and vital 
to the stability and expansion of our foreign trade 

“The thousands of skilled workers in our shipyards and in allied industries 
who have spent their werking lives in the building of ships and the machinery for 
those ships, together with the thousands of mer*hant seameh who have devoted 
their lives to the sea, need assurance that never again will the United States 

eglect its merchant fleet.” 

As the American-Russian tension increases with the stupendous armament 
race, the interests of American security demand a strong merchant fleet. The 
Riviera case has awakened the public to this great need 

Since the Riviera’s departure from Portland, sailors have deserted her in 
lionolulu, Singapore, and Indian ports. Her reputation finally became so foul 
the world over she couldn't be operated profitably, and was taken to Germany 
and sold for scrap. 

In August of 1954, District Judge Solomon allowed the Riviera’s owners $50,000 
for damages while she was being picketed by the various unions, in Portland, 
Oreg. At the present time this decision is being appealed by the unions to a 
higher court. 

his is the true story of a vessel which flew the flag of a small African Repub- 
lic which provided a so-called reputable refuge for it, and finally became so 
infamous it ended in the scrap pile. 


Mr. Totiterson. The committee will adjourn presently and will 
start tomorrow in San Francisco at 2: 30 p.m, 

The committee will recess. 

Thereupon at 5:45 p. m., Tuesday, October 5, 1954, the subcom 
mittee adjourned. ) 
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WEDNESDAY, OCTOBER 6, 1954 


Hovusr or RepresENTATIVES, 

SrectaL SUBCOMMITTEE ON Paciric Coast Martrime Matrers 

oF THE CoMMITTEE ON MercHant Marine& AND FISHERIES, 
San Francisco, Calif. 

The subcommittee met, pursuant to call, at 2:30 p. m., chambers of 
the board of supervisors, city hall, San Francisco, Calif., Hon. Thor 
C. Tollefson (chairman of the subcommittee) presiding. 

Present: Messrs. Allen, Shelley, Mailliard, and Norblad. 

Also present : John M. Drewry, committee counsel, and W. P. Fuller 
II, chairman, shipbuilding committee, San Francisco Chamber of 
Commerce. 

Mr. To.t_erson. The subcommittee will come to order. 

Kveryone is, I am sure, aware of the fact that this is a special sub- 
committee of the Merchant Marine and Fisheries Committee of the 
House of Representatives here in this area to inspect and survey ship- 
building and ship-repair facilities; to inspect also the Maritime Ad- 
ministration’s lay-up fleet and also their reserve shipyard. 

In addition to the surveys and inspections, we are taking testimony 
from witnesses in every area that we visit for the purpose of informing 
ourselves and making a record, which information and record, we hope, 
will be useful to the committee in the next session of Congress. 

In the San Francisco Bay area, our program and schedule is in 
the hands of the shipbuilding committee of the San Francisco Cham- 
ber of Commerce. The names of witnesses have been supplied to the 
committee, and I would like to just say at this point that if the wit- 
nesses have prepared statements, will they kindly present them to Mr. 
Drewry, who will be seated on my left. Mr. Drewry is committee 
counsel. 

If you do not have a prepared statement, you are not precluded, 
of course, from testifying, but if you do have, we would like to have 
them before us as you testify. 

At the conclusion of the calling of the list of witnesses, I would 
want to invite anybody to come forward and testify if he so desires. 

It is my understanding that the coordination of the testimony is 
in the hands of Mr. W. P. Fuller, chairman of the shipbuilding com- 
mittee of the San Francisco Chamber of Commerce, and I will just 
ask Mr. Fuller to eall the witnesses in turn. 


Mr. Fuller. 
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TESTIMONY OF W. P. FULLER, CHAIRMAN, SHIPBUILDING COM- 
MITTEE OF THE SAN FRANCISCO CHAMBER OF COMMERCE 


Mr. Futirr. Mr. Chairman, as you know by now, my name is W. P. 
Fuller, and Iam here today as chairman of the shipbuilding commit- 
tee of the San Francisco Chamber of Commerce. And I think a word 
or two about the committee as a preliminary statement might well be 
n order. 

This is a committee that was formed several years ago as a result 
oT a gro ne concern by a oreat many of us ovel the status of ship- 
building and ship repair work in the bay area. Our purpose has been 
generally to focus attention on the necessity, the real need for an equl- 
table share of shipbuilding and repair work on the Pacific coast in 
general, and in the bay area spe ifically. 

Now, the basic reason for our concern has been an acute awareness, 
been based on experience, of the vital necessity of having 
idequate shipyard facilities together with an adequate, skilled labor 
force immediately available in case of a national emergency. Now, it 
became obvious that if the west coast yards continued the current 
trend they could not obtain a fair share of the existing business and 
they could not maintain their facilities, nor could they maintain the 
skilled labor force in its present state, but the skilled labor force cer- 
tainly would seek employment elsewhere, and as a result any future 


which has 


conversion on emergency basis would be delayed by many months. 

I. at the same time, cannot deny that all of us take cognizance of 
the fact that the shipbuilding and ship repair industry is an important 
segment of our economy here in the bay area. It is of extreme interest 
tO Us. Ne vertheless, it was the issue of national de fense, the issue of 
preparedness that really aroused the civic interest that got this com- 
mittee tarted. 

Now, we represent, Mr. Chairman, the viewpoint of many varied 
interests, including business generally, the shipbuilding and ship re 
pa dustry itself, vendors, organized labor, naval shipyard 


emplovees, the maritime industry, and the city of San Francisco. 


An t! sas eood a time as anv to add that we are indebted to our 
bay area Congressmen, Messrs. Shellev, Mailliard, and Allen, for the 
times they have met with us and for the advice they have given us for 
which we are appreciative. It is certainly safe to say that the mem- 
bers of our committee don’t always agree among themselves on every 

sue: far from it. But it is equally safe to say that the members do 
wree ¢ the paramount issue that it is in the national interest to 


hnaihtaih oul shipyards il | our lab yr force ata reasonable leve I. 

We cert nly have been pleased during the recent year at the inter- 
est taken by the Congress. And we are particularly pleascd, Mr. 
Chairman, at the interest taken by your committee in accepting the 
Invitation to come out here and hold these hearings. 

Now, in the interest of time, I have undertaken, not only as chairman 
of the committee, but just to add a little efficiency to this, if we can, to 
coordinate the testimony. As I said before, we have a great many 
vari | interests repre ented our group, and some of the people whom 

shall call upon have not been represented in our group, but never- 
theless we thought coordination would be helpful to you. So, if it is 
2oree: ble to you, Mr. Chan man, | would like to eall on several mem- 
bers of our committee, some who are not members, to present what 
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will be their own viewpoints, and | - sure you will find it helpful 
In presenting not only the problems, but also helpful in presenting 
some recommendations as to the solution. We have tried to divide 
this up reasonably logically, and the first category in which we have 
asked 2 or 3 witnesses to testify is in the category of national defense, 
and the first w itne ss is Rear Adm. Albert G. Mumma, who is industrial 
manager, 12th Naval District. 

Mr. ‘Totutrrson. Admiral, we are pleased to have you. If you will 
just identify yourself and proceed with your statement, we shall 
appreciate it. 


STATEMENT OF REAR ADM. ALBERT MUMMA, INDUSTRIAL 
MANAGER, 12TH NAVAL DISTRICT 


Admiral Mumma. Thank you very much. 

I don’t believe there is very much that one can add to the national 
defense picture to what you said just a few minutes ago at the lunch 
eon, but as industrial manager of the 12th Naval District, and repre- 
senting Admiral Redman, commandant of the 12th District. and also 
the west coast, or at least for this district, representative of the co 
ordinator ot shipbuilding, Admiral Leggett, | would like to add l 
or 2 items that may or may not have come to your attention in the 
past. I know that Admiral Leggett has appeared before your com- 
mittee on several occasions and has given you a great deal of infor- 
mation concerning the problem for this particular area. However, 
there are additional reasons why the consideration of national defense 
is very Important. 

In my recent command, which I just left, at the David Taylor 
Model Basin near Washington, we were concerned with the design 
and research aspects of naval ships and aireraft. And im that ca- 
pacity, we also were interested in the availability of naval architec- 
ture, bac Lees. and know-how throughout the United States. This 
area is particularly devoid of naval architecture research facilities 
and the kind of fundamental knowledge that goes to building up a 
large corps or body of naval architects. Right now we are dependent 
on the east coast entirely for graduates in naval architecture. 

We have felt—that is, the Navy, and I am speaking, I believe, for 
the Chief of the Bureau of Ships, Admiral Leggett, and for the other 
naval activities who are interested in this broad aspect of know-how— 
that we must develop these facilities on the west coast to augment and 
add to the facilities that are available on the east coast. With that in 
mind, a start has been made at the University of California, and a 
tract has been nes a model basin has been planned, and the Navy 
has assisted alre: ady | yy mi aking available to the Unive rsity of Cah 
fornia surplus material that was excess to our needs at the David 
Taylor Basin in Washington. There is additional material becoming 
available in the near future, and it is essential to us to see that we have 
such a west coast facility as this seat of learning would provide, not 
only for research purposes, but also to engender the growth of the 
industry. 

As you know, it is always important, when a contract is let, to know 
first, do people know how to do it, and second, how much would it cost. 
It is essential, therefore, that we take care of the know-how aspect 
here on a long-term basis, and this is one of the efforts that I believe 
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is particularly important in this west coast area. Obvious examples 
are the activities of the aeronautics industry that are centered around 
Cal Tech in southern California, and around the University of Wash- 
ington, and northern California. 

We find no such center in naval architecture. Therefore, with the 
emphasis that is almost always going to be placed upon ship construc- 
tion and ship repair on the west coast, one-half of our whole periphery 
of the United States, we must see that from here on out we look to the 
long term as well as the short term of not only building ships here 
but building the young men that can build the ships of the future, so 
that we will have as strong an ability on the west coast technically as 
we have on the east coast. 

It is in the Navy’s interest, and I am sure it is in the national 
interest. 

Mr. Totterson. Admiral Mumma, I want to thank you for your 
contribution to our information and to our record. I would like to 
just interject at this point that one of the best supporters of our efforts 
in Congress is your boss, Admiral Leggett. We are indeed indebted 
to him for the help which he gave us. 

Your reference to architectural know-how and research, of course, 
presupposes the need for a shipbuilding, ship repair program, and of 
course, that is the thing that concerns us. This is the first time any- 
one has presented your thoughts to us, but it is fully in line with our 
objective, and as I have indicated, your suggestions presuppose the 
need for an American merchant marine. 

Mr. Allen, do you have any questions ? 

Mr. Auten. Admiral, some weeks ago in one of our hearings in 
Washington. someone, I believe it was Gen. John Franklin, frankly, 
who, during periods of World War II was well up in the Army Trans- 
portation Service, made the statement that during the early stages of 
World War II no decisions were made by the Joint Chiefs of Staff 
which did not hinge in large part upon the availability of merchant- 
type shipping. 

Would you, in your position, see that in the future similar emer- 
gencies and decisions therein could depend in large part upon the 
availability of merchant shipping ¢ 

Admiral Mumm™a. I certainly could visualize that. Our situation 
now is almost, 1f not even more drastic than it was at the beginning 
of World War II. Our large body of ships that are laid up are 
largely obsolete and they are becoming more and more obsolete daily, 
and we would have no lead time in the next war in which to build up 
an adequate merchant marine to replace these obsolete ships, so that 
I think we are probably as badly otf as we were in 1941 right today. 

Mr, ALLEN. Now, the availability of shipping under the cireum- 
stances is not only the availability of ships and the men to operate 
them, but before that the availability of shipbuilding facilities and 
the men who know how to build ships; is it not ? 

Admiral Mumma. Yes, sir. And, of course, the retention of the 
manpower in the business and in the industry is of vital importance. 
Ways are of no benefit to anyone if they are not manned and staffed 
with adequate personnel. 

Mr. Auten. Now it is true, if I remember the figures correctly, 
that it took from 1939 to 1943 to build from a force of about 13,000 
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to more than 300,000 on the Pacific coast. In other words, 4 years 
to really get going to the peak production. 

Would you anticipate that unless measures are taken to kee pa larger 
existing nucleus it might take an equally long time in some future 
emergency ¢ 

Admiral Moma. It seems that that would be absolute ly indicated, 
because all the Armed Forces are now in this posture of readiness. 
They maintain these staffs in their own establishments for this pri- 
mary purpose. But we apparently seem to be deficient in doing it 
in the maritime area. 

Mr. Auten. | think it true, Admiral, that with regard to Navy 
yards it is the policy of the Navy to keep nine yards in being, dis- 
persed along the several coasts, and to maintain a rather constant 
percentage of their forces in each of the yards, possibly dividing the 
word to be done as much as 40 percent on the Pacific coast and the 
Hawaiian Islands, and then dividing that 40 percent between the 

various yards on the coast and at Pearl] Harbor. 

Is there any reason why it is not equally important to keep the pos- 
ture of the commercial yards available in almost the same percent 
ages as the Navy finds it desirable to keep the Navy yards available / 

Admiral Mumma. As to our ability to maintain it in the state of 
readiness, I don’t believe I could answer on the long-term basis, but I 
would certainly agree that a posture of readiness is certainly essential 
in the shipbuilding industry, and an attempt, of course, is being made 
to do that by your current activities in this area. But not only here, 
but in the east coast, they are having a great deal of diffic ulty with 
the level of the shipbuilding industry, and so that our ability to solve 
the problem without a major amount of shipbuilding continually be- 
ing progressed on a continuous basis, I don’t see how we would be able 
to maintain any posture of readiness unless we have a continuous 
shipbuilding program. 

Mr. ALLEN. Now, can a suitable posture of readiness in the com- 
mercial yards be maintained by maintaining that posture in a single 
spot in the Nation, or is it necessary that the posture should be main- 
tained in a well-dispersed program over all the coasts of the Nation ‘ 

Admiral Mumma. I would certainly agree that dispersal is by far 
the best policy. 

Mr. Totterson. Mr. Shelley? 

Mr. SuHetiey. In regard to your comment that there is a very no- 
table lack of people trained in naval architecture and design work on 
this coast, do you think that the fact that we haven’t had a continuity 
of shipbuilding might have played a part in that—there is no incen- 
tive to any naval architectural firm or design firm to set up operations 
on this coast with the scarcity of work—that if there was a program, 
that there might be a little more inducement for people to come into 
that field on this coast? 

Admiral Mumma. Yes. But unfortunately, I don’t think that 
answers the whole question, Mr. Shelley, because what naval architects 
there are were largely trained on the east coast and imported out here. 

I think what is needed is to train some Californians in this business, 
some Washingtonians, and so forth, Oregonians, and get them inter- 
ested in the business of working on this coast, being trained on this 
coast, and making the west coast as important a maritime center as 
is the east coast. 
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Mr. SHELLEY. I have one other question that came to my mind in 
the last couple of days since I have been back out on the coast. 

I have been informed that at the Bethlehem vard, which we visited 
this morning, W ithin a very short time their work on the last Mariners 
will be to the point where they will be laying off a hundred or a hun- 
dred-{ fty welders: that just about the same time the work on the jobs 
at San Francisco Naval Shipyard on which they are using welders 
will be in the same situation. And then we find ourselves in this bay 
area with no new work coming in and the commercial yards laying 
off welders, and the navy yard laying off welders at almost the identi- 
cal week, with no promise of employme nt. 

Io you think that there is any plausibility to the idea that the Gov- 
ernor’s shipbuilding committee, the chamber of commerce shipbuild- 
ing committee, on which the havy yard is represented, try to make 
recommendations as to gearing this work so that we don’t continuously 
get into that sort of a situation where everybody is being laid off in 
both types of yards at once and then being picked up at once! Is 
there any chance of working out something like that / 

Admiral Mum™a. As between naval and civilian work, the build 
ing trades, of course, the building of ships requires a large percentage 
of welders and ship fitters, as you know, so that it is always a problem 
to balance the trades on large jobs of that kind. But there is a con- 
tinuous problem when you have a large problem of - at kind. What 
vou do. when you come to the end, either you fill i t up with another 
similar job which oce upies the same people, or there should be the 
same kind of activity available in the area. It so happens that right 
at this particular moment Mare Island Yard has a call out for welders, 
and it is probably that some of these welders are going to find employ- 
ment still in the bay area. But that floating of the population is not 
particularly desirable, and we all would like to see stable work in 
each of these areas. 

Mr. Suetiey. Has the Navy in recent times been going to other 
States or other areas to recruit navy yard workers for employment in 
the bay area ¢ 

Admiral Mumma. Not in recent years ; no, sir. 

Mr. Suevtiey. Well, several months ago there was some objection 
from some of the employees’ organizations, both in and out of the 
yard, that there had been a program of recruiting people in Arkansas, 
Oklahoma, and Texas, and other Southwestern States. 

Admiral Mumma. If there has been active recruiting outside the 
State, I don’t know it, sir. 

Mr. Totierson. Mr. Mailliard ¢ 

Mr. Maituiarp. Yes, Mr. Chairman. 

Admiral, 1 would just like to ask one just rather general question. 
We have heard it said back in Congress when we have been talking 
about this whole problem that in this modern day of the air age, 
and everybody talking about atom bombs and hydrogen bombs, and 
strategic air forces, that the merchant marine is no longer a vital part 
of the national defense as it has been in the past. 

From your knowledge of military anticipation and planning, would 
you say that that was a fair statement ? 

Admiral Mumma. There could be nothing further from the truth. 
As a matter of fact, it is just as simple as this: That a bulk cargo can 
be carried in a ship at less than a cent a ton-mile, and it costs over 30 
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cents a ton-mile to carry something by air. Now, anyone would be 
rather foolish if they started to carry billions and billions of ton-miles 
by air. Therefore, when we have the sustentation of the cargo by 
the buoyancy of the water for free, just as we have on wheeled vehic les 
on land, you are going to be certain that in the future you are going to 
have to carry the bulk of those cargoes by such means. 

And there is an impossibility that you will find these fundamental 
economics completely upset by any such theoretical advance in the 
art of carrying things by air or by other means. It is always going 
to be che: _ rand it is always going to be the requirement of ships to 
carry the bulk of the cargo. 

Mr. Maituiarp. Thank you very much. That is all. 

Mr. Atten. Will the gentleman yield for one question ¢ 

Your proportions of 1 to 30 are put in dollars or cents, but would 
it also not be true that it takes that many less men in the overall pic- 
ture to move by surface means than it does by air, and takes that much 
less of equipment and production to produce the means of transporta- 
tion, so We save not only In ai ars, but in men and materials ? 

Admiral MumMa. Yes, sir. You could transfer those directly into 
man-hours, if you wish. 

Mr. Totiterson. Thank you very much, Admiral Mumma. 

(Witness excused. ) 

Mr. Fuuier. Mr. Chairman, the next witness falls in the — 
category of the broad sense of national defense. He is Walter J. 
Walsh. who is the chairman of the naval affairs committee “of the C. C, 
Thomas Navy Post of the American Legion. 


Mr. Walsh. 


TESTIMONY OF WALTER J. WALSH, CHAIRMAN, NAVAL AFFAIRS 
COMMITTEE, C. C. THOMAS NAVY POST, AMERICAN LEGION 


Mr. Watsu. I would like to read what I have to say because it will 
save your time and save the time of the committee. 

(Prepared statement read by Mr. Walsh is as follows :) 

The naval affairs committee of the C. C. Thomas Navy Post of the 
American Legion has made a careful study over a period exceeding 
30 years of the necessity for adequate naval defense of our country 

and particularly of the naval defense of the west coast. 

Ships and p lanes are the end product. The beginning comes long 
before that. Our modern jet engines cannot readily be built without 

cobalt and columbite and no steel can be made without manganese. 
We import at ha nt a very large percentage of these materials from 
India, Africa, Nigeria, and the Belgium Congo, from sources halfw: ay 
across the globe. 

Major de Severski pungently states: 

Our jet engines come from Nigeria, where we get our columbite, and not from 
Hartford. Our atom bombs come from the Belgium Congo, where we get our 


uranium, and not from Oak Ridge. Our steel comes from India, where we get 
our manganese, and not from Pittsburgh. Our bearings for our wheels and 
motors from Malaya, where we get our tin for babbit, and not from Detroit. 
Janes’ Fighting Ships, probably the greatest authority on the navies 
of the world, in its latest edition, stated that Russia is reliably said 
to possess a fleet of at least 350 to 400 undersea craft. Many of these 
are of the very newest types and have had the benefit of the latest 
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German discoveries and design. These submarines, not yet in being 


when World War II ended, are equipped with snorkel devices which 
enable them to submerge for weeks at a time and make the problem 
of location by our Navy very acute. 

The damage that can be done to our shipping by such subs is com- 
parable to the damage done to our Navy at Pearl Harbor, i. e., total. 

In the First World War it took 6 men behind the lines to keep, 1 man 
on the front. In the last World War it was about 11 men behind 
the lines to keep a man on the front. And those of us who are close 
to the shipbuilding game know the losses of time and the waste of 
men and material that were brought about due to the unskilled labor 
and the unorganized shipyards that had to spring up overnight. 
Every day’s delay caused lives of our men and increased costs to our 
country. 


The next war will be a fast one. We will have no time to organize 
shipyards and repair yards. We will have to have them to operate 
immediately at wartime strength. There is only one way to do that, 
and that is to keep shipyards working now. Shipbuilding and shi 
repair is 80 percent labor—and it calls for highly skilled labor 
machinists, shipwrights, electricians, boilermakers, pipefitters, car- 
penters, joiners, painters, cabinetmakers, brick masons, welders, 
riggers, structural iron workers, caulkers, and a number of other 
craftsmen. The need for these skills is right here in the ports on 
the Pacifie coast. The Pacific coast will feel the first brunt of the 
next. war as surely as it did the last one—Pearl Harbor. 

We will — to have immediately available a large force of skilled 
men who can, first. get our fighting ships out of ae and, second, 
get such cies as are Cap able of going to sea ready for sea, and in 
that respect, gentlemen, those ships that are prese nt ly being used for 
the storage of grain will have to take their cargoes some 200 miles to 
sea and dump that grain in the ocean before they can go in for 


an 
overhaul, and the chances are that they will all be destroyed by enemy 
subs while doing this. These merchant ships are not grain elevators a 
and that storage is not storage: it’s waste—grain should be stored 
Prone designed ele ‘Vators, preferably in underground ones, such as 
are used in Argentina. 

The s ae that can be put into use will have to be prepared imme- 
diately by skilled, well-trained men working in yards whe ‘re an entire 
ship overhaul is required and under the direction of highly skilled 
specialists where only certain work is required. 

On the west coast we have not the large labor reservoirs of skilled 
men like the east. We have only a few places to work, and we must 
have them so organized that they can do anything from installing 
new boiler to building an entire ship. 


From the economic standpoint, shipbuilding tends to stabilize em- 
ploy ment, not only locally but nationally. 
. That ship construction draws raw and manufactured products 


from all parts of the Nation, and thus not only creates jobs but dis 
tributes them as well. 


a 


. That shipbuilding as an industry gives e mployment to a greater 
number in proportion to cost of product, SO to 85 percent bei Inge labor. 
than does any other industry. 

That this earning power and consequent spending and buying 
powe r so widely distributed through payrolls and thus through retail 
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channels contributes directly to each and every type of business, locally 
~ nationally. 

. That if we are to maintain our position in world markets, and if 
we are to preserve to ourselves the full value in the process, we must 
carry at least a fair percentage of our products in our own ships— 
at least 00 percent. 

That our otherwise powerful Navy is at an almost insurmountable 
diene antage without a merchant marine—as an auxiliary—as a 
second-line defense, and neither the N ‘avy nor the merchant marine 
can function without adequate ship-repair and shipbuilding yards. 

The way of doing this is by allocation of ship repair and shipbuild- 
ing to the best needs of the Nation, rather than to the area closest to 
big manufacturing centers. This will be in line with the expressed 
policy of disbursing our industries so that they cannot all be put out 
of commission at once. 

We know that the targets for A and H bombs will be the industrial, 
raw material and power centers. 

We know that many of our vitally needed metals are brought 
from far overseas. 

The papers have apprised us in the last few days that the Navy 
Department has sighted submarines (not ours) within 100 miles of 
our coast. This means that our sea power will be put to its greatest 
test in the next war. 

Sealanes must be kept open to assure oil from the Middle East, 
uranium from the Congo, manganese from India, columbite from Ni- 
geria, copper from Chile, and so forth. 

This places the necessity of having a large trained force of skilled 
technicians, numerous ship-repair specialties, and adequate ship- 
building facilities ready to take on the demands of merciless war. 

We want shipbuilding, ship repairs, and conversions of ships that 
are growing obsolete in order that they may be able to move faster 
than a submarine—and bring to our Nation the necessities of survival 
in order to insure ultimate victory. 

Mr. Totterson. Thank you very much, Mr. Walsh. 

I don’t know whether you know it or not, but the American Legion 
has been one of the stanchest supporters of the American merchant 
marine, and we appreciate very much the help that your organization 
gives us from time to time. 

Mr. Watsn. Thank you, sir. 

Mr. TotiEerson. Mr. Shelley, do you have any questions? 

Mr. Suetitey. No questions, but a comment that I am sure Mr. 
Walsh knows me, because he has been in the forefront of working 
with the American Legion committee in this area. It has been my 
pleasure to work with him on programs for assisting the Navy and 
merchant marine before I was in Congress, and I am very, very 
happy to express my appreciation of his keen interest. 

Mr. Totierson. Mr. Mailliard ¢ 

Mr. Maiutarp. I have no questions, Mr. Chairman, but I would 
like to add to what Mr. Shelley has said, that we are very happy to 
have Mr. Walsh testify, and I had the pleasure of attending the meet- 
ing of the C. C. Thomas Navy Post a couple of weeks ago, and of all 
the posts of the American Legion—all of them have expressed an 
interest in this problem—I think that being a Navy post, it has been 
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in the forefront of the battle, and Mr. Walsh has been in the forefront 
of the post activities in that field. 

Mr. ‘Touuerson. Mr. Allen? 

Mr. Auten. Mr. Walsh, it occurs to me you might have the answer 
to this question: 

Do you know whether there has been any computation made of the 
number of men who were sent overseas out of this harbor during 
World War II, were sent over on improvised transports not at all 
originally fitted for the transportation of persons ¢ 

Mr. Watsu. I have not got the figures on that, but I have figures 
on something else that is quite interesting. 

There were 22.000 Sea Scouts from this area who went into the 
Navy as apprentice seamen, and every one of those 22,000 was rated 
up toa petty officer within 6 months. That shows what preparedness 
will do. 

Mr. Totiterson. Mr. Norblad ? 

Mr. Norsiap. No questions. 

Mr. Totiterson. Mr. Walsh, you made mention of the fact that 
submarines have recently been sighted within a hundred miles off 
our shores, submarines not our own. Are you familiar with the 
figures indicating that the Russians have seven times at least as many 
submarines as the Germans had at the outbreak of World War IT? 

Mr. Wausu. I am familiar with that, sin 

Mr. Touuerson. And is it not the general understanding that those 
submarines are faster and bigger than the ones that were used in 
World War II? 

Mr. Watsu. That is why it is so necessary to take these ships that 
are laying up in the upper reaches of Benecia and back bays and 
various portions of the country and bring them up to date, if they 
can be brought up to date, making them faster than a submarine, 
because it is no use loading a cargo of oil at Iran or at Saudi Arabia 
and having a submarine that can outdistance that ship come after it. 

No use taking manganese from India, or anything else of that 
nature unless the ship can move faster than a submarine that might 
be chasing it. 

Mr. Touuerson. Just going in the other direction, what chance 
would a convoy of Liberty ships carrying our military cargo to say a 
warfront in Asia have against a pac k of snorkel subs? 

Mr. Wausn. It would entirely depend upon the handling of them 
and the speed of the convoy, and the speed of the convoy is the speed 
of the slowest ship. 

Mr. ‘Touierson. And so, with the Libertys in it, this speed of the 
convoy would be about 10 knots, would it not, 10 or 11 at the most, a 
CONVOY of that type of ship would probab ly be of the sittinge-duck 
type as far as new subm: irines are c oncerned ¢ ¢ 

Mr. Wausu. Yes. 

Mr. Totiterson. Well, we thank you very much, Mr. Walsh. 

( Witness excused. ) 

Mr. Fuuier. Mr. Chairman, Congressman Allen’s question prompts 
me to say, if I might, that if at any time you gentlemen have ques- 
tions that cannot be answered off the cuff by any of the witnesses, we 
would certainly be interested and glad to get the information for you, 
because those answers are available to us, as I am sure they are to you. 
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The next witness is Mr. J. R. Klawans, who is an active member of 
the committee, and who comes here as vice chairman of the national 
legislative committee of the Veterans of Foreign Wars. 


STATEMENT OF J. R. KLAWANS, VICE CHAIRMAN, NATIONAL 
LEGISLATIVE COMMITTEE, VETERANS OF FOREIGN WARS 


Mr. Kiawans. Mr. Chairman and members of the committee, some 
time ago, in February of this year—— 

Mr, Suetiey. Who is the ge oe and what is the name? 

Mr. Kuawans. My name is J. R. Klawans, and if you want the rec- 
ord to show it, I have refereed football games when Congressman 
Shelley was trying to play. 

Mr. Suetiey. And you used to try to throw me out, too. 

Mr. Kuawans. As vice chairman of the national legislative commit- 
tee of the Veterans of Foreign Wars I naturally have become and have 
been interested for a long time in this program. You are aware, un- 
doubtedly, in the hearings before your committee in Washington of 
the position which we have taken which is merely a translation of the 
motto of the organization, both major veteran organizations, of the 
theory that we serve in peace as we did in war. And because of that, 
both the American Legion and the Veterans of Foreign Wars have 
been tremendously interested in any program aiding the national 
defense. 

I had prepared a resolution in February of this year which was 
presented to the council of administration, which is the guiding body 
of the State department of the Veterans of Foreign Wars. I have a 
ra of that resolution, which was unanimously passed and forwarded 

o Washington to be placed in the record. Since that time this iden- 
tical resolution went through all the various channels of the Veterans 
of Foreign Wars and was passed i in the national encampment at Phil- 
ade Iphia. this year about a month and a half ago as Resolution No. 

25, copy of which I will leave with the committee. 

The same resolution was then introduced in the American Legion 
convention here in San Francisco, that is, the Department of Cali- 
fornia, and was last month passed by the national convention of the 
American Legion. 

And therefore, for this record, I would like to advise the committee 
that in the hearings in Washington, both the American Legion and the 
Veterans of Foreign Wars on a national level will be prepared to sup- 
port a program for this strongest possible merchant marine, emphasiz- 
ing this one particular point, and that is that there must be made 
available a program extended into the future, projected 5 to 10 years 
into the future, if possible, so that the industry, the Navy, and every- 

ene concerned may know where they are going, so that they can plan 
ahead. As the situation is now, it is impossible for the industry, im- 
possible for the Navy itself, to plan in advance a program unless the 
Congress somewhere along the line gives the industry and the Navy 
the objectives to be attained over a period of years. And I assume 
that would mean a commitment to a subsidization program for the 
merchant marine, perhaps, at least that is something that must be 
very, very seriously considered in competing with the type of compe- 
tition that our merchant marine must meet, particularly foreign ships 
where the cost of operation, standards of health, standards of safety, 
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and everything else are way. far below that of our merchant marine. 
leave that thought with the committee, and I will leave with Mr. 
Dre ry a copy of the resolution which is dentical except for the clos- 
. of the organization with that passed nationally both by the 
American Legion and by the Veterans of Foreign Wars. 


} ia B " ° 
Che above mentioned resolution is as follows:) 


Wherea World War II an the Korean in lent have again proven that a 


vee Navy and a strong merchant marine are essential to the defense of 


Whereas the support for these vital sections of our overall defense program 





must be backed by a strong civilian and naval shi] ind ship-repair 
industry ind 

Whereas the private shipbui ding and ship repair ndu try s in dire straits 
with unemployment widespread: a 

Whereas in an effort to aid this industry the Department of Defense is 
diverting combat ships from navy yards to private yards; and 

W he s it has always been the policy of the United States Government to 

te construction, overhaul, and repair work on combat ships to navy yards 

and similar work on noncombat ships to private yards; and 

Whereas any national-defense program which did not contain provisions for 
the continued construction of new ships, both combat and noncombat, would 

On ive us with an obsolete Navy and merchant marine, in a condition similar 
to that which existed prior to World War IT; and 

Whereas the operation of our merchant marine, in competition with other 
nations, has been extremely difficult in view of the high requirements for safety 
and the higher standards of living and compensation on American ships; and 

Whereas the only method which has been successful in the past has been 
subsidization by the United States of the construction and operation of our 

erchant marine: and 

Whereas such a progran now being partially carried on by the Maritime 
Administration but only to a limited extent Now, therefore, be it 

Resolved by the Department of California, Veterans of Foreign Wars of the 
l le States, That the Congress b irged te ppropriate sufficient funds to 
assure this country of an adequate merchant marine and that a policy be estab- 


lished to carry on such a program for a period of 5 to 10 years in the future; and 


be it further 
Resolved, That a further policy be established with regard to the construction 


ip-to-date modern Navy 


of adequate naval vessels to insure this country o 


fant 
at all times; and be it further 

Resolved, That such a declaration of policy include a provision that all con- 
struction, repair, and overhaul on combat ships be done in navy yards and that 
similar work on merchant marine or noncombat ships be done by private industry ; 
and be it further 

Resolved, That copies of this resolution be forwarded to the Members of 
Congress from California for their information: and be it further 

Resol ed, That a copy of this resolution be forwarded to the national legisla- 
tive officer for approval by the national legislative committee in order to secure 
appropriate action by the Congress 

This resolution was approved by the Department of California, VFW, at 
council of administration meeting February 26-27, 1954, at Riverside, Calif. 
DANIEL J. Rrorpan, 

Department jdjutant. 


Mr. Totierson. Thank you, Mr. Klawans. 

Mr. Shelley, do you have any questions of Mr. Klawans? 

Mr. Suevitey. No questions, Mr, Chairman, except in all seriousness, 
after my kidding of Rufe, to say that Rufe has been active in this 
field, as has Mr. Walsh. Rufe has been working with his navy yard 
and trade unions and chamber of commerce committee, and it has been 
my privilege and pleasure to have his counsel and advice in my office 
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in W: ishineto n. and here, and by telephone, ou these various subjects. 
Iam very happy he is here. 

Mr. Torierson. Mr. Allen? 

Mr. Atuen. No questions 

Mr. Touiterson. Mr. Mailliard ¢ 

Mr. Mamwiarp. No questions 

Mr. Tor.erson. Mr. Norblad ¢ 

Mr. Norsiap. No. 


Mr. Touuerson. J was interested in what vou cont often sir. apout 
Government assi tance by Wit) ot subsidies in the vent we have a sus- 
tained shipbuilding program in order that we n ‘oht have an Amert- 


can-flag ship operation which has to compete W ith foreion-flag ships 
which are operated at much less cost. 

People generally dislike subsidies. Congress has disliked them to 
the point where an interesting thing has developed. The military, 


recognizing that it needs cargo-carying vessels and passenger-carry 


ing vessels has built up a nucleus fleet which we call the MSTS opera- 
tion. Under a subsidy program the Government pays, for example, 50 
percent of the costs of construction, and whatever the percentage is 
of the cost. of ope ‘ration. Private industry bears the rest. 

But in the MSTS oper: ition 1, Which is brought about through our 
neglect to maintain commercial oper: ition. the Government pays 100 
percent of the construction and 100 percent of the operating cost, 
which seems rather ridiculous when it could obtain the same thing 
for half the amount of money. 

I am pleased that vou have raised that pe int, and it is a weleome 
addition to our record, 

Thank you very much, Mr. Klawans. 

Mr. Kiawans. I, of course, Mr. Chairman, am not connected with 
the shipbuilding industry, and therefore I mean by that private indus- 
try in any way, and therefore the opinion L expressed is expressed as 
the viewpoint as vice chairman of the national legislative committee of 
a patriotic organization, and expresses the policy, I think, of the organ- 
ization, which you will have to much greater extent in Washington 
when our representatives testify before your full committee there in 
accordance with this resolution, which is the basis for the stand taken 
by the national conventions in both organizations. 

Mr. Toruterson. I just trust ae you and your organization will 
keep expressing your viewpoint, 

Mr. Kiawans. I am sure we will. because we are interested in na- 
tional defense, and this is perhaps, next to the Armed Forces the ‘m- 
selves, this is the strongest link in our national defense setup. 

Mr. ‘Totterson. Thank you very much. 

Mr. Sueuuny. M: av I say just one other thing, Mr. Chairman? 

I know that Rufe Klawans won't disagree with this, but I just 
simply want to say it for emphasis, that I sincerely hope that he and 
others like Mr. Walsh who are active in the Legion and the VFW in 
this area will impress upon their organizations the importance of 
their carrying on a program through their posts of educating the peo- 
ple in the interior of the country of the importance of the American 
merchant marine. That is where we find quite a problem in Congress, 
the boys from Indiana, Kansas, Nebraska, Ohio, and Iowa, who just 
don’t seem to think there is anything but a waste of money in Amer- 
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ican ships. And knowing that the Legion is strong in those areas, as 
it is strong here, I am sure that, Rufe, you will agree with me, that 
the Legion and the VEFW can do quite a job in getting a little infor- 
mation work and public-relations work out to their posts in those 
areas. 

Mr. Kuawans. Thanks for the suggestion. I will be going back 
n about 2 weeks to a meeting of the national legislative committee 
n Washington. I note that one of the new members on the com- 
mittee comes from Illinois, downstate [llinois, by the way, so per- 
haps that might be of some use, and your suggestions will be taken into 
consideration there. 

a utter. Mr. Chairman, one of the segments of the economy 
th very basically affected by the problems that confront us has 
to do with those people who supply the necessary material and serv- 
ces to the shipbuilding and ship-repair industry, and one of the 
dynamic and effective people who have worked very hard on this is 
Louis Ets Hokin, } yresidbnt of M: arine’ Exchange, Inc. 

Mr. Hokin. 


STATEMENT OF LOUIS ETS-HOKIN, PRESIDENT, MARINE 
EXCHANGE, INC. 


Mr. Evrs-Hoxry. Gentlemen, after talking to you folks this morn- 
ing and hearing the chairman of the committee, Mr. Tollefson, speak 
at lunch, I am very firmly convinced that you all have the most 
extremely sound understanding of our problem, and there really is 
very little that I can say that will give you information except perhaps 
to highlight a few points of difficulty among the people that I 
represent, 

I am really appearing as a witness before you today. I represent 
three ditferent groups, the Governor’s committee on ship construc- 
t10n al d repair, of which | am ch Lirman ;: the Marine Exchange, Inc., 
of which I am president; and concerns like my own business, which 
happens to have as its primary function the sale, installation, and 
repair of electrical and electronic equipment to the maritime industry 
and to the Navy. 

In other words, it is the problems of this last group that I am go- 
ing to speak on, in ae with the coordination of Mr. Fuller to have 
all the aspects of the prob lem presented. 

Now, the group then that I am speaking about is what we call the 
outside shops and the vendors to the shipbuilding and ship repair 
and manne marine. The problem of all three groups is one, how 
an W » kee p ship construction and re pair alive between wars So th: at 
the people engaged in the industry can make a living in the industry 
and therefore be available when needed ? 

[t is axiomatic that peop le will not and cannot starve out of loyalty 
to the industry. It is also axiomatic that national defense demands a 
strong and going ship construction and repair industry on the Pacific 
coust, and specifically in California. I have never yet found anyone 
who savs that that last statement isn’t true. I have never found 
anyone to argue about the need of the shipbuilding and ship-repair 
‘ndustrv and the American merchant marine for national defense. 

The question is to implement, you might say, the unanimity of 
thought in this country, and I think that is what you folks want to 
do, and we feel that no more able group has ever appeared to do it. 


a 
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I need not tell you gentlemen who are our advocates before the 
American people that twice in the last 40 years America has paid 
an overwhelming price to turn out the ships she needed to save her 
life. whereas she could have had them at far less cost while nourish 
ing a taxpaying industry giving in all its ramifications a nt 
to hundreds of thousands and providing one phase of national defense 
insurance. You stated that much better than this in your speech at 
lunch today. 

Now, let me deseribe the facili ties, investments of the businesses 
allied to ship construction and repair in California and the position 
of despair, and I use that word advisedly, in which they now find 
themselves. I am referring to ship chandlers, manufacturers repre 
sentatives, marine machine shops, plumbers, sheet-metal shops, elec- 
tricians, electronic s shops, instrument shops, and what not. 

A ship is a floating city plus, and it takes all the crafts that you 
have in any civilized community. A ship-supply concern in Cali- 
fornia must necessarily carry very large stocks. As yet, the pre- 
ponderance of marine manufacturers are on the east coast, and in 
order to sell marine supplies and equipment reasonably, transporta- 
tion costs must be minimal, even though supplies must be adequate for 
rush work. Thus, whereas a 3 months’ turnover is normal and con- 
sidered mandatory for the ordinary hard-goods business, a 9-month 
turnover is araene for the ship-supply business, and, of course, 
items must be kept that have even a biennial turnover, which for 
ordinary a. ‘ss procedure would be considered foolish, but the ship- 
supply, ship-repair business is not an ordinary business. 

| | ave told this ineident before. but we have had and I speak for 
my own business because I know that business and | can give the best 
examples—we have had in our motorshop to cut out bus bar for arma- 
ture coils for marine winch motors out of sheet copper at the outbreak 
of Korea. because the work that should have been done on those ships 
prior to Korea was not done. So, just as you said at lunch today, 
Mr. Tollefson, we paid 3 and 4 times what we have to pay to do the 
same work. 


A marine shop in California must be practically factory equipped 
becaus se many times we must actual \ seb equip ent in our shops. 
A common clause in repair specific ns’ is — to design con 
dition.” To subnut examples again wie the bus Seeame I know best, a 


marine electric motorshop must have its own spec ial winding ma- 
chines, cleaning machines, metal spraying equipment, v: eum 1 
pregni iting equipment, balancing equipment, and so forth, besides the 
equipment F ordin: irily found. 

A marine electronics shop in California entirely dependent upon 
itself must have roughly ae worth of pure sly test instruments, 
and so on. What ap yplies to my business ap yplies to the sheet-metal 
shops, plumbing shop, joiner ; and eve rybody else out here on the west 
coast, because we are a long way from supplies if we are going to do 
work at all reasonably, those supplies have to come by water and rail 
at the most inexpensive means, otherwise we are out of line with simi- 
lar lines on the east coast. So much for investment and stock of 
facilities. 

Over and above all this, we must, and I dwell on the must, maintain 
a nucleus of skilled and experienced men. The key technicians have 
to be men of outstanding ability and broad experience for the prob- 
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lems in ship construction and repair are special and innumerable, 
Again, if you will forgive me, I will talk about my own business. 

There are what we call uptown electricians who have never done 
anything in their whole life but put in conduit. And they are very 


useful. skilled people. If vou went to them, asked one of those men 
to hool up a motor, they would be lost. But a wood marine man, par- 


ularly 1 repair, has to do almos everythi r, and those men are the 


caw . 1 1 rf ] 
backbone of the industry, and they have to be Rept. if Jou lose those 


me n the shop you might just as we | go out of business, and they 
ive to be kept, and when there is no work they are on a percent of 
( ernead 
So here we stand w th our | fe’s investment in the business and a 


force of men unexcelled in the whole world, and we have proved to 


\ is recently as Korea. and what do we do now / [he small 
of new construction in Navy, Army, and auxiliary craft is gone, 

rive to a large extent by our Government to foreigners. In other 
ords, here Was a eh ince. ana thie work that we ¢ d have was excel- 
lent. I am referring to minesweepers, subchasers, that type of aux- 


l 


liary Work. \ great deal of that work was given to Germany, Japan, 
Eneland. Norway. Holland. and other people under the foreign aid, 
os * A i 


nd I am not qualified to talk about that, but just as an ordinary busi- 
nessman and citizen it seems to be foolish to give away work that we 


need desperately ourselves. I mean it is all right to give out the kind 
of work that we have a surplus of. There was a time not long ago 


when the delivery, let us sav, on transformers and that ilk of material 
was 18 months to 2 vears. Well, that kind of work abroad would not 


hurt a yone. But the sh pbuilding industry, we have never had 


ough of it. and to take that work away from us and to give it out 
md just doesn’t seem to me as a layman to make sense. 
Now, there are probably ramifications of international policy that 


I don’t know about. 


Commercial busine northern California, commercial ship busi- 
ness, as you know, has bet on the decline. There Was one phase of 
business that for many years led to some small building, both in the 
Nol est, in Washington, California. That was the fish business. 
Well, for some reason the major | for California, the sardine, have 

ft, and dine be . purse seiners as they call them, are at—well, 
they ea drug on the market. ‘| ney are oradually pelne sold by the 
morts a rial less than rey wement ost. so there is no field there. 

I: ion owned and operated ships are replacing American flag 

das fara ‘ ty of outside sho} re concerned, the 
CAN C1 \ e bus ‘ 
NO Sure We int, W ive to have for 7) shipping, there is ho 


ibout it But \ { i ea to ren IS Sort of Craze and 


ent ism. has died de wbout the welcoming committees that 
i it fron Pa hie cous Hoints to welcome the Japanese delega- 

bis it came here and said, “We are going to start a new Japanese 
ping ne here.” and e d, “Hoo ay, hooray for you folks.” 

\ y enough sel »>tToO Know that every one of those displaced 

\mel ah shipping. And actua ly we were fh Oraving about some- 
{ ‘that was very detrimental to ourselves . But we \mericans are 


that way. The way to do well, apparently, is to get in a war with the 
] { 


ed States and then lose; then, you are taken care of forever after- 


ward, you don't have to worry any more. 


ooo 
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The legislative program of the last Congress for the marine industry 

is wonderful and we are all for it, and we feel that you people were 

the major instrument of having it. But we think it is wonderful then 

for the east. rather than for the Pacifie coust, because how can this 
coast compete W til we vet going? 

When we get going, we don’t have to ask any odds from anybody. 


We can build ships as cheap and better than any other place in the 


world. and I wil! staek a west coast ship against any ship built in the 
world for qualit " but you cant start with nothing and compete with 
a voOIng concern. And that is what we have to do. And I Say, gventle- 


men, that vou folks in Congress have to make mandatory in legisla- 
tion a veographical allocation of shipbuilding and ship repair until at 
least we get a comprehensive program going and then we don’t need 
any odds, we can do as well |] re, we have Pot the men and the climate 
and the facilities, and we can do as well as anybody, but we do have 
to vet started. 

The remark was made at the Mare Island centennial celebration 
that construction of a Forre stal-type carrier was out of reason for our 
San Francisco Naval Shipyard—now, this is really a little digression, 
but I think I ought to sav this—because it will cost $25 million to 
equip the vard to build a Forresta/-type carrier. Well, even granting 
that, and [ understand it would cost less to do it here, we have a type 
of vessel that is deemed essential to our) ational defense. It is a float- 
ing airbase that will belong to us. Probably this type of vessel is 
unable to transit the eanal. How 

Mr. Snetiry. Probably? Definitely! 

Mr. Ers-Hoxin. Definitely. How are we going to be able to repair 


and bu ld these ships in time of war unless we ret started now ¢ [ 
think it is the consensus of military opinion that these ships are ab 
solutely necessary to our defense. What is $25 million compared to 
the amount of money we are spending to equip a yard that is almost 
equipped to do the job? What a backlog such a program would be in 
this area for everything. I cannot see the logic of worrying about 
$25 million for something vitally necessary. 

So, I might say here we have invested in the San Francisco area in 
these allied shops and vendors and ship chandlers, from a rough sta 
tistic that LT wa able to get, upward of $25 million. That isthe invest- 
ment. 


Weare at the nadir of act ivity. We have big stocks, big facilit 1es, 
investment, fine personnel—as the old savine goes, all dressed un, 
with taxes and other costs in proportion because we have to pay the 
city and county of San Francisco roughly 314 percent of every dollar 
of inventory and equipment we have for the year, and you might SAV 
no place to go. ; 

We in California are equipped for wer tempo America has to be 
A < irrison country. and still she has shut her eve to an iI tolerable 


condition on one of her coasts. 

Mr. Touterson. Thank you very much, Mr. Ets-Hokin. 

Mr. Allen, do you have any questions? 

Mr. Atten. No questions. 

Mr. Totterson. Mr. Mailliard ? 

Mr. Matnitarp. Yes, Mr. Chairman. 

I would like to ask Mr. Ets-Hokin specifically what he might suggest. 
I think he made a very interesting point that a lot of our difficulty 
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in competition with the east coast lies in the fact that they have their 
facilities in operation and therefore can produce more economically 
Ile expresses the opinion, which I share, that under comparable con- 
ditions we might do just as well. 

What would you think specifically should be done? Now, you 
mentioned allocation geographically in order to provide dispersal in 
order to assure the west coast enough work to get in being and be in a 
more competitive position. Would you carry that any further to be 
specific? I mean, would you think that we should go so far as to 
allocate to particular facilities? Should we limit certain types of 
bidding to, let us say, the west coast ? 

How would you actually go about it? 

Mr. Evs-Hoxirn. Well, I tl 
when on th S repair program, th Ss emergency repair program you 

] 


ink you folks have already made a start 


have divided the repair program to ports. In othe r words, you have 
llocated certain parts of it to, take the west coast. Seattle, Portland, 
an Francisco, San Pedro. You have done the same thing on the 
rulf and the east coast, or you have directed that it be done. I don’t 


a 
Ne) 
o 

. oie ] ] | 4 Sitio ied : ) 
Imagine Congress worked out the details, but you directed it, and 
within that area you have competitive bidding. I mean, nobody Is 


being handed anyth ne. You are having compet tive bidding. 
Now, here let us sav vou have a program, you are testing out the 
changing of the Liberty ships. | think that is a ve ry worthy experi- 
ment. It may work out wonderfully. If it doesn’t, not a great deal 
has been lost. Now. you have four of those. Why don’t you dlis- 
tribute that geographically? Insist 1 go to the west coast, 1 to the 
gulf, 1 go to the east coast, or maybe 2 go to the east coast, something 
like that / 
Mr. Maiiurarp. Well, it is my understanding—I stand to be cor 


rected by some other member of the com ittee who Hla know more 
about it than I do—but it is my understanding that we have a sort 
of ability in allocation in that particular allocation because of the 





location of the ships and t ve expense of moving them. So, I think 
Mr. Ers-Hokin. Well, you don’t necessarily have, Congressman 
Mailliard, because you are liable to have a ship, let us say, a couple 
ol vears ago there was this transport that wenttoa yard in Brooklyn, 
the Wetge/. Now. that vard was low. but they went broke. and the 
result was that it ultimately cost the Government far more than it 
uld have if it had been done right here. 
Mr. Mainurarp. I believe in this partic r case—again,. I don’t want 


; 1 ae 
to dwell too much on it, because it is just a detail—this particular case 


co 


4 


1 was the re ponsibility of the contractor to get the ships back to 
| 


where they came from, which is quite a little different situation than 
the one you are talking about. 

But, I am just throwing out some of the things that we hear now 
on this question of allocation and distribution. We hear that when 


bid is put out on a nationwide basis our people on the west coast 
have a tendeney to get their pencils a little bit sharper than when it 


Is purely a coastwise competition. 

So that, again following your theory, that if our vards were in the 
same general condition that the east coast yards are. that. they would 
be more competitive, would you think tl at it might be feasible to 
consider a program where we would start out maybe with allocation 
to areas, bay area, Puget Sound area, Portland, and so on. and move 


a 
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trom that into perhaps competitive bidding coast wise in the hope that 
eventually we get the whole industry in a position where we could 
have nationwide industry on a fair basis. Would that be in your 
opinion a fair statement / 

Mr. Ers-Hoxtn. I would say so—anything to start it. 

We have, it will be submitted I think as a brief to you, and you 
folks have seem some of them, we have facilities on this coast to build 
almost that whole tanker program. I mean, we have the ways, with 
very little expense they can be modified, up in the Northwest, Wash- 
ineton. I don’t know about Portland. San Francisco, Oakland, San 
Pedro. Now, if you folks said, let us say there is going to be 4 or 5 
of those tankers built direct by the Navy, let us say you said one had 
to be built on the west coast, make it west-coast-wise if you want, be 
sure it ison the west coast. You will get that industry started. There 
will be a yard there, some vard will get it, will get started on it. 

Uur MSTS is going to have about $50 million worth of new ships. 
Let some of that mandatorily go to the west coast. There is precedent 
for that, really, because we know that Quincy yard of Bethlehem was 
given some destroyers on the grounds that they had to keep the Quiney 
vard alive, and I agree they do. I am for that. Then they gave 
Bath some work, and then a yard in Baltimore got work on allocation 
basis because they had to keep that going, and I agree with that. But 
I think we ought to be kept going by the same token. 

Mr. Totiterson. Mr. Shelley ‘ 

Mr. Suettey. No. I think Mr. Ets-Hokin told the story very well. 

Mr. To.tierson. Mr. Norblad ? 

Mr. NorRBLAD. I would like to commend the centleman. And the 
question was asked because I think there have been hearings in Seattle 
and Portland, SO far we have heard a lot about th illness, and we are 
more interested in obtaining the cure, suggestio! tor the cure. 

(Witness excused. ) 

Mr. Fuutuer. Mr. Chairman, on this morning’s tour, which I think 
was extremely worthwhile, and I hope you will agree, vou had a 
chan e to see that we do have vood facilities ay allal le here in the area, 





and you also had, [I think, very graphic, visual evidence of just what 
the preblem is in the private shipyard business here in this particular 
area, It has become a first la headache to maintain those facilities. 
And the gentleman that can best tell vou that headache in some detail 
is Mr. Thomas rs Ingersoll, veneral manager ot the ship division, 
Bethlehem Pacific Coast Steel ¢ ‘orp. 


Mr. Ingersoll. 


TESTIMONY OF THOMAS C. INGERSOLL, GENERAL MANAGER, 
SHIP DIVISION, BETHLEHEM PACIFIC COAST STEEL CORP. 


Mr. Incersouw. Mr. Chairman and gentlemen, my name is Thomas 
C. Ingersoll. Iam general manager, Pacitic-coast district of the ship- 
building division of Bethlehem Pacific Coast Steel Corp., and presently 
we have a payroll of approximately 3,000 employees at shipyards in 
San Francisco and San Pedro, the latter yard being on ‘Terminal 
Island in southern California. 

In speaking before you, gentlemen, I am speaking first as a citizen 
who has the best interest of his country at heart: second, as a repre- 


hird, as one educated as @& 


sentative of a Bethlehem organization; t 
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naval ar hitect and marine eng eer who has followed shipbuilding 


and ship repair as a vocation for almost 30 years, 28 to be exact. 
I) mv capacity as a representative of Bethlehem. ] should like. at 


t time, to clear up once and for all a fallacy that rears its ugly head 
tt nt e to time, both locally and, as I also understand, in other 
parts of the count to tl effect that Bethlehem is only interested 
n building ships in the east-coast yards. Gentlemen, this is a decided 
untruth, The shipbuilding din on of Bethlehem Steel is in business 
to build ships and will build ships in any one of its yards that has the 


proper facilities and which, when bidding is competitive, can submit 


the lowest figure. On the Pacific coast, we re not instructed as to 
the figure we submit when responding to a bic request, Our figures 
are compiled using our own estimates which necessarily must reflect 
the conditions prevailing at the time of submittal—that is, material 
costs, labor cost, burden, or overhead. A fourth factor, profit, without 
whi we would not be lone bu less, Is Trequently a token amount 
or completely omitted nh the ope our hgure vill be the most attractive. 


The record of low bids on cur part since World War IT has not 


been impressive and it was only after adjustments and reductions 


that we were able to come to agreement oO} the building of the C4 


the question thei arises, WHY have we been so unsuc- 


VY. 
cessful ¢ The answer to that question lies. | be] eve, in the lack of 
continuity of ship construction ¢ the Pacifie coast. Let us, therefore, 


go back and review Pacific-coast shipbuilding listory For purposes 
of lu tration, I am going to use sa Ky uncisco vard which celebrated 
its 100th anniversary in September of 1949. Operations in other 


pl vately owned building \ ra ] the rea undo btedly have followed 
a similar pattern. 


Che beginning of what is now the San Francisco yard les in a small 


1" foul dry and machine shop established in September 1849 by 
Peter Donohue and his two brothers who came to California seeking 
gold. 
he first marine proauct consis ed of a ron casting in 1850 for 
a spring bearing for the steamer John A. McKim. Miscellaneous 
other small marine items followed and in 1859 the main propulsion 
machinery for the U. S. S. Saginaw was built. The business con- 
tinued to grow with San Francisco and passed through a number of 
ges until in 1880 larger quarters were needed. This resulted in 
the purchase of property 1 is now part of San Francisco yard 
d to the eventual construction of the 200-foot collier Avago in 1885. 
From that time on, shipbuilding and repair became the most im 
portant activity and up unt 11905 the battleships Oregon, California. 
Ohio. Wisconsin. the cruisers O pia. Cha ston. and Nan Francisco 
re constructed as well as destroye1 ubmarines, torpedo boat , and 
ou boats. Besides these naval vess« ~ 60 additional commercial 
vessels of many types a 31zeS were also delive red prior to 1905. 


fo anyone familiar with shipbuilding or shipbuilding procedures, 
CO struction of such a vai ety o1 h ps di ng the period required, by 
pre Sent ad iV st undards. exception lly exper enced manpower. Draw- 

c \\ e only a ul de fl d the actu il construction was evolved and 
executed by the highh skilled craftsmen, all of whom had served their 


required 4-year apprenticeships. The journeymen in those days were 


ee 


perenne ae re 


WEST COAST MARITIME INDUSTRIES SURVEY 236 
in sufficient numbers and in experience to pass their knowledge on 
to the incoming apprentices. 

From 1905 to 1918, the San Francisco yi ard delivered 64 vessels of 
various types, the majority of which were for commercial operators, 
That is just 1 short of being 5 vessels a year on an average—suflicient, 
beyond doubt, to maintain a constantly replenished force of experi 
enced journeymen in all departments and volume to support and 
attract new blood. 

Training of mechanics had made it famous. Continuity of work 
had made possible a steady uninterrupted training program. Me- 
chanics trained in that yard were everywhere in the industry. In 
this respect, the yard stood on an equal basis with the large eastern 
shipyards. W hile records are inc omp rlete, the estimated employme nt 
averaged approximately 2,500 during this 13-year period. Quite 
naturally there were ups and downs but, as stated above, the San 
Francisco yard had built battleships, cruisers, destroyers, and sub- 
marines as well as merchantmen of all types. It had designed and 
built much of its machinery and equipment. 

In 1918, World War I, employment increased to a peak of 16,000 
and, from October 1917 to July 1922, 66 destroyers and 18 submarines 
were delivered as well as 35 ships for the Emergency Fleet Corporation 
and 4 other vessels. 

The nucleus of skilled mechanics permitted this enormous man- 
power increase with the resultant output of ships. 

Following World War I, between 1920 and 1931, the San Francisco 
yard delivered to commercial operators a total of 53 freiehters, 
dredges, tankers, ferries, and barges. 

Generally, the supply of skilled labor during this period was ade- 
quate to meet the requirements of the industry. But, it must be borne 
in mind that this Was largely due to the Vast nun iber ot mec h; nies 
trained prior to and dui ing World War l. Work opportunities were 
not too numerous and those who knew the business stayed with it: 
moving from one shipyard to another in the area wherever jobs were 
available. The re were instance 3 of go rroups of mechanics moving back 
and forth to Los analog shipy: ards or to Portland and Seattle for 
work on sizable jobs. Mobility has always been a characteristic of 
western workers. 

The San Francisco yard made no deliveries and no new contracts 
were signed between 1931 and 1935 except for small craft such as tugs 
and barges. Employment naturally dropped and new blood found 
more attractive employment in other industries. The experienced 
hands were thinning out though, fortunately, some were still on deck. 

In the midthirties, the international situation was deteriorat Ing. al d 


in 1935 a contract for two 1.620-ton destroyei was awarded to the 
yard. Here, gentlemen, my face is red, not so much from embarr: 
ment, but from frustration. The reason? There had been so little 
work of this nature in the years subsequent to World War I that super- 
visory pe ‘rsonnel as well as journe) vmen had to be | cuaate from east- 
coast yards. Experienced and skilled journeymen in 5 years had be- 
come so scarce from lack of this type of work there were insufficient 
numbers available on the Pacific coast. 

I believe this points up something and I leave it to you ventlemen 
to form your own conclusions—depression, WPA, CCC, ad infinitum 
notwithstanding. The contract for the two destroyers was completed 








230 WEST COAST MARITIME INDUSTRIES SURVEY 


in August 1938, and in May 1939 our employment records show a 
total of 10,731 productive hours for the entire month—an average of 
63 productive employees. Remember now, only 4 years before, experi- 
enced personnel had to be imported, let us say, to build 2 destroyers 

d the local cadre of experienced and skilled craftsmen were getting 
r been able to pass their knowledge on to 


‘ 


along in years without havin 


Fortunately, again, there were still a few experi need hands on deck, 
though their n ae was vearly decreasing, — in the fall of 1939 
the San Francisco vard was iwarded a contract for five (-1B cargo 
vessels, as a result of the Merchant Marine Act of 93 

You gentlemen will all recall the international cndisinas subse- 
quent to 1939 and how in 1940 the Navy began the so-called 11- percent 
program which almost a was followed | Vv the 70-percent 
program. You will : also, I belie ve, recall December 7 ‘, 1941. 

From a low of 63 in M Ly L)o0, emp yloyment by December 7, 1941, 
id increased to 13.300 as a result of the C-1B contract and the Navy 


11-percent program. Manpower surveys at this time showed there 
were not more than 2.500 skilled and experienced shipyard mechanics 

orking in all bay area shipyards. In the San Francisco yard, there 
existed a nucleus, in actual fact, a skeleton force of skilled mechanics 


and supervisors all of whom were well on in years. Don’t dispute 
this because I knew those few whom I respectfully term “the old- 
timers”—they were grand people. Without them the San Francisco 
yard “Ipc Seat been hard pressed to deliver ships as it did in World 
War Il, not to mention supplying key personnel to other Bethlehem 
operations and to so-called pioneer Pacific coast shipbuilders, vintage 
1942 (7 

What other Bethlehem yards were staffed completely or reinforced 
from San Francisco yard? The Alameda ship-repair yard and the 
San Pedro yard were bolstered with supervisory personnel. The 
Bethlehem-Alameda yard was built up from scratch, including yard, 


11 


as such, management, stall, and all operating departments. The 16th 


street s ibmaring repall ba e, eng neered ee 
and complete personnel. This submarine-repair activity completely 
overhauled and modernized 32 fleet submarines during World War II 
{ trict Navy standards, but in less time and with fewer man-hours 


than the navy varas req ured. 

In addition to actual ship construction and tm San Francisco 
vard was called upon to design, engineer, and build Bethlehem-Ala- 

eda Vy ird for the construction of troop t rr NSPoOrts. Kight P-2 trans- 
ports were built and put into service and the President Cleveland and 
W 7/8 were complete ad as deluxe passenger vessels. £ his yard became 

ictive in April 1948, 

In addition to the 16th Street submarine base and Bethlehem-Ala- 
meda, the Navy called upon Bethlehem, San Francisco, to lay out rec- 
cmmended tool facilities and operate a new base on Terminal Island 
now known as Roosevelt sarge Preliminary work was undertaken 

in view of the activities alre ady in hand, San Francisco yard 
requested it be released aie oper: ating the new base. 

lo summarize World War II, San Francisco yard personnel sup- 
plied or contributed the know-how to construct 4 6,000-ton cruisers, 
36 destroyers, 12 escort destroyers, 11 self-propelled lighters, and 

reraft lighters at San Francisco; at Bethlehem-Alameda 8 P-2 troop 


— 
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transports, and at San Pedro 26 destroyers and 10 tugs—not to men- 
tion personnel for the only privately operated submarine repair base 
in the country —the know-how to repair and overhaul more than 3,500 
naval and commercial vessels. 

The ability to do this was the logical outeome of having a cadre of 
experienced and skilled mechanics who were sufficiently versed in 
shipbuilding and ship repair to permit maximum dilution by an influx 
of unskilled employees. 

Much has been written and more has been said about the ease with 
which civilians were netamorphosed into shipbuilders in 90 to 180 
days. With all due respect, these people were never shipbuilders but, 
for want of a better term, specialists. People trained to do a parti- 
cular repetitive job and that only. Diversification would have been 
impossible to attain. 

In the foregoing, mention has been made of ship repair and conver- 
sion. ‘Today, and ever since the end of World War IT, we in private 
industry frequently have been told by navy yards and BuShips that 
private yards lack the know-how to accomplish ordnance work, fire 
control, electronic installations, sonar and radar systems, yet, all these, 
plus optical work, have been done to the complete satisfaction of high 
Navy standards when opportunity has offered. 

Along this line, or of a similar tenor, I would like to mention one 
particular “impossible” job. I refer tothe modernization of the battle 
ship Pennsylvania in 1943 which a—‘a” is a deliberate choice of 
word—navy yard estimated would require 6 months to accomplish. 
San Francisco yard completed the task in 88 days to the complete satis- 
faction of Navy inspection. This job was comparable to the present- 
day modernization of the Z’ssexw class carriers. How could it be done? 
Only because that little nucleus of experience and skilled mechanics 
were on hand to carry the load. 

The same nucleus was largely responsible for leading and guiding 
the efforts of the inexperienced wartime worker to the end that San 
Francisco yard and 16th Street submarine base built 67 combatant 
vessels, repaired 688 naval combatant and naval auxiliary vessels and 
repaired or converted over 2,500 additional support ships—freighters, 
tankers, or what have you. All this between the years 1940 and 1946, 

Hiroshima, Nagaski, Tokyo Bay—termination of World War IL. 
Suspensions, cancellations, partial completions or complete conversion 
of ships under construction from wartime to peacetime service 
Reconversion of vessels used in wartime to vessels for peacetime 
operations. 

Let us briefly review a decade of repair operations covering Navy 
combatant and auxiliary vessels, only remember, during this same 
decade over 2,500 commercial vessels of all types were also worked. 


U.S. Navy vessels repaired at San Francisco yard 


| | | 
| Vessels | Vessels \ ‘ Vessels 
— | combatant | auxiliary Year ‘ombatant | auxiliary 

1940 16 1945 tt 129 
1941 13 l 194 11 10 
1942 50 45 1947 i 
1943 55 90 1948 2 
1944 92 go || 1949 
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To any fair-minded indivi lual, the foregoing would clearly indi- 
ite there could have been no question on the part of the Navy as to 
ie ability of a privately operated shipyard to fulfill the demands 
placed upon it for repairs to naval vessels. Yet, as before mentioned, 
the Navy at the present time offers as an excuse for not placing com- 


batant vessels in private yards arguments which are clearly refuted 


wy ( ibDove 
During the same decade set forth in the preceding table, certain 
Government agencies financed, by the supplying of facilities, a number 
of small organizations which for all intents and purposes would be 
onsidered as st bsidized with taxpa) er’s money. These organizations 
re known as shore shops or, in waterfront vernacular, more generally 
ket shops. They contribute little or nothing taxwise to the com- 


nul Cy n which th ey oper: ite, they conti bute not one 1ota to the con- 
CiNUICY ortr: uning fi uture journeymen, they operate outside established 
itety codes. 

(dmittedly, they “re ate to skim the cream from competitive work 
nd, a sO dmittedly, II close up shop whenever the going becomes 

»rougn and favor: hte profit conditions no longer exist. 

Whether these operations were intentionally established by these 
ertain Government agencies and if ore any particular ulterior pur- 

ose 1s not | nown. Sutlice it tos ay, no surer way could hs ave been con- 

ved to eventually liquidate the integrated shipy: ards which support 
drydocks and comp vlete shop facilities through their own efforts. 

As conditions stand at present, competition for Government work 
hich does not require drydocking can be considered as nonexistent 
except hetween the indiv idual bucket shops or. in other words, these 
operations have become a mon lOpoly as far as this Government work 

cerned. For all practical intents and purposes, one might almost 
ivy it is a monopoly created and condoned by certain Government 
or es 

Perhaps in a national emergency these bucket shops could con- 

ibly handle overflow work from the integrated yards having dry- 
ks and shop facilities, superior 1n both quality and quantity. In 

eacetime, however, they become the instrument for split bidding on 
nart of certain governmental agencies. 

To explain brie ‘fly—in a split Lid the work which must be performed 
en a drydock is split out and separate bids are solicited for this work. 
Topside work, that which ean be accomplished with the vessel afloat, 

the subject matter of a anor bid. 

Chis practice is defended by certain governmental agencies on the 


I 
i 


roul ds that the integrated yards which support drydocks and su- 
perior shop a cilities, pay taxes (Federal, State, and local) and main- 
tain surplus government: al facilities, are unable to submit bids for 
. ide work as low as the shore shops : and, hence, great savings result. 
The fallacy of this shortsighted viewpoint is obvious for if the inte- 
erated yards are denied, either by intent or circumstance, the topside 
work necessary to a yard alive in slack time, they will be forced 
to protect themselves by whatever means left available to them. 
Referring again to the dec: ade a L949), employme nt in the San 
Francisco vard declined from a high of 18,000 in 1943-44 to 47 in 
Januarv 1950. ee eine of the old timers 
tossed in the sponge, either through death or retirement. Fortunately, 
these remains today a very small group which have had the privilege 
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of association and the opportunity to learn before the last of the old 
hands signed off. 

Had things been otherwise, the start of the Korean incident would 

not have enabled us to undertake the overnight volume of reactivation 
work. Inactive troop transports, carge vessels, tankers and support 
ships were needed—not today, but yesterday. In less than 1 month, 
employme nt more than tripled and would have increased still further 
had there been suilicient skilled labor available. As it was, the jobs 
were completed within the times specified, but only through the efforts 
and leadership of those individuals in an integrated shipyard who had 
been trained by the last of the old guard. 

The Korean conflict is now behind us and from a peak employment 
of 2,100 on repair work in February of 1951, we are operating In a 
valley of approximately 150. Thanks to the C-4 Mariner program, 
the new construction manpower is gradually climbing and will prob- 
ably reach a peak of approximately 2,200 early in 1955. To help reach 
this peak, training programs for new emp liven have been underway 
since early in 1953. In those particular departments where it was 
possible to establish training courses, the results have been gratify- 
ine. HH: app ily, there are Se new construction 
and we are In hopes that our bids will bring a fair share of this work 
to San Francisco so that those still with the organization can pass 
on to those that must be trained the know-how and skills they have 
lear ned from their prede cessors. 

In the foregoing, only the highlights have been touched upon as 
it is believed too great detail would cloud the overall picture. How- 
ever, if one goes back to the humb le a or and follow s the road 
carefully,a aes of orad lually decre sing con tinuity and ine reasing 
intervals of slack operations should fore ibly impress upon any think- 
ing person the alarming implications inherent if such a trend con 
tinues. Alarming to our national-defense potential, to our merchant 
marine, to the economy of our city, and the livelihood of a segment of 
its citizens. 

If Congress should establish as national policy that shipbuilding 
is a necessary arm of the national defense, then it is submitted that 
ce rtain } large estab lished comme reial shipy: ards shoul l be de sions ited 
by the Department of Defense as essential ee a e training of men in 
the art, and that a minimum of one ship per >be built in each of 
those yards. It would then be possible to # ave continuous training 
that would interest young men. 

A program ot the type submitted would keep intact a cadre of 
trained men that could quickly be diluted 10 times and still be im- 
mediately effective. 

Shipbuilding and ship repairing is an attractive indus try. It af- 
fords satisfaction to all engaged in it, from designer to mechanic. 

Mr. 'Toterson. Mr. Ingersoll, you have given us a most excellent 
statement, and I hesitate to request any addition to it because it is 
rather complete, but I was wondering if a gr: iph of manpower employ- 
ment wouldn’t be helpful, starting, say, just prior to World War I? 

Mr. Incrrsoiu. I would be very gl: id to sup ply that information. I 
had thought of supplying it at this time, but then I figured that 
would be just too much paper, so I will be glad to send it to you. 
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The graph was later fm nished by Mr. Ingersoll. ) 


BETHLEHEM PaclIric Coast STEEL CoRP., 
SHIPBUILDING DIVISION, 
San Francisco 19, Calif., November 10, 1954. 


Hon. Tuor C,. TOLLEFSON, 
House of Representatives, Washington, D. ¢ 
My Dear Mr. ToLLersoN: As requested during your recent visit to San Fran- 
‘ o enclosed are seven copies of a productive manpower graph for the Beth- 
lehem San Francisco yard showing new construction, vessel repair, and total 
productive manpower by months for the years 1936 through August 1954. 


Sincerely yours, 
T. C. INGERSOLL, General Manager. 
Mr. Touterson. I think it would be most helpful; then we, and 
everyone we _— it to, could see at a glance the peaks and valleys. 


Mr. Shelley, do you have any questions ¢ 
Mr. Allent 
Mr. ALLEN. Mr. Ingersoll, my rec lection is that the Mariners 


that were built on the Pacifie coast cost the Government from 15 
to 20 percent more than the low bid on the Atlantic coast, although 
not a very different figure from the high bid on the Atlantic coast. 

Was the cost—the cost on the Pacific coast due in part or at all 
to the fact that the yard on the Pacific coast was not at the time 
bul lding ships and had ho going oper ation of ship construction ? 

Mr. INGersoii. That was very large] ly the fact. 

Mr. ALLEN. Ifa yard on the Pacific coast is to start up on a program 
of building 3 to 5 ships and is in competition with a yard in the east 
coast, or even in any ‘other place that is involved in a complete and 
regular shipbuilding program, what would the differentiation be for 
the yard that is starting up ¢ 

Mr. InGersouu. I don’t have the exact figures, but I can give you 
a fairly good example, and the figures are fairly close, Congressman. 

Not too long ago we bid on some L SD’s, landing ship doc k. They 
were duplicates of four ships which were being built at Ingalls. That 
was when our C-4 Mariner program was underway. 

I believe Ingalls’ bid was roughly $15,500,000 per ship. The next 
low bid was an east coast bid and it was $15,750,000. And our bid was 
$16,500,000. 

Mr. Auten. That would be roughly 6 percent higher ? 

Mr. Incrrsoti, About 6 percent higher. 

Now, you must remember freight enters into it. We also have a 
higher unit labor cost per hour, and in the occasion of a new ship 
like that naturally the yard which is building the ships, Ingalls, would 
have an advantage over anybody. So, actually the only criterion I 
would use was our figure against the high bid on the east coast, not 
against the low bid, because Ingalls—it was a repetitive job for them. 

Mr. Auten. I have heard that a study once made but not released 
revealed that the differential between the several coasts could be com- 
puted by taking the east coast as a standard, in which event the gulf 
coast would be 344 percent lower and the Pacific coast 314 percent 
higher. And your figure would indicate that might be true sec 
you are comparing Pacific coast and the gulf coast. 

Mr. INGERSOLL. Well, all those comparisons are pretty much theo- 
retical. We have often tried out here to get a comparison between 
east coast and west coast when building similar ships. During the 
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ar, I think you can throw the war years out because everybody was 
working under forced pressure at the time. 

But the C-1B’s which I spoke of, we thought we had a very good 
cha ce to get a direct comparison eae there were 5 being puilt 
at Z Ol the east coast yards al d we were building 2; But when we 
ot in the middle of the program, the ships were sold to Alcoa Steam- 

Ip Co. and they wanted to change them all around, so they didn't 
compare al all with the ships built on the east coast. 

Now we have the C-4 Mariners. three of those have been bought by 


Pacific Far East Lines and have all kinds of changes in them, so there 
» ce iD rison. 
Mr. Auten. If you had in your yard a sustained program of two 
building at all ld 


ll times, could you estimate the—what vou would 
ler the ditferential between your costs and the east coast yards? 
Mr. INcrrsoui. | may be sticking my neck out, but I think if we had 
i pl rram with any conti Cy to lt the differentia l woul | not be : ny 
in that which presently allowed under the Merchant Marine 
Act of 1936, which is 6 percent for ships built in the Pacific coast. I 
think it would be au y more than that. 
Mr. Arne. On the other ind, if you are to get 5 ships every 10 
. what would your differential be? 
Mr. INGrersoui. That anvbody’s wuess maybe 13 to 15 perce it. 
Mr. SHELLEY. May Ia k one qu stion ? 


Mr. Toniterson. Yes 


Mr. Sueitey. Tom, while we we reup at Seattle or at Portland some- 


body made the comment that one of the problems of shipbuilders on 
Pacific coast was that there was a 40-cent differential in the labor 
ipyard Later some of the labor boards. I think it was the 

retary of the Seattle Mil tary Couns il, disputed that. 

Phe figures I have yw that there is a differ ntial which breaks in 
f vr of the east coast, but it doesn’t run that high. 

Mr. INcGersoui. It doesn’t run that high. I think they could be 
tal Y about aivrect labor cost, and they could be talking about labor 
i! overhead, But direct labor cost, I believe, on the east coast, is 
s?.1%. and west coast sv. ,so you | ive 10 cents. 


Mr. Sueniey. Is it also true that in your experience in spite of the 
ferential in wage factor here that by the time factor, hecause of 
climatie conditions, it ually winds up at the end of the job in our 
favor as compared to the east coast ? 
Mr. Incersotyi. It is hard for me to answer that question directly 
( e we never have had comparable ] ums. Our programs have 
eee his, that with any continuity 
nd group ol sk lled mechal ics which were trained and sufficiently 
trained in the art of shipbuild ne, that the ditferential should not be 
too muen, We should be competitive. 
Now, the east coast doesn’ always operate up to this level | ges- 
turing]: sometimes they are down here. When they are down here 


. 1 would 


| 
\\ ys been disrupted. But | Se 


vesturing |. if we should h ippen to be up here | gesturing 
say we should be more competitive than they were. 

Mr. Norsiap. What is the differential between San Franciseo and 
Mississippi ¢ 

Mr. INGrRSOLI I don’t know what their last wage negotiations were. 

Mr. Norriap. You were speaking of the east coast—you don’t know 
what the culf coast is? 
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Mr. InGersouyi. I don’t know what the eulf coast is. 

Mr. Norsiap. Is it more than the 10 cents vou referred to? 

Mr. Inerrsoun. I think it is, but I think it is a little less than the 
east coast. 

Mr. Totuerson. Is that all, Mr. Norblad ? 

Thank you, then, Mr. Ingersoll. 

Mr. Futier. Mr. Chairman, as you know, some of the yards in 
the area specialize here in repair work, and to represent those yards 
we have asked Mr. Joseph C. Brewster, vice president of Westwinds, 
Inc.. if he would testify. 

Mr. Brewster. 


TESTIMONY OF JOSEPH C. BREWSTER, VICE PRESIDENT, 
WESTWINDS, INC. 


Mr. Totterson. Proceed, Mr. Brewster. 

Mr. Brewsrrer. Mr. Chairman, members of the committee, I speak 
in behalf of the small yards. I realize that we are small potatoes, 
but I never saw a good potato crop without a few small ones. They 
just seem to be essential. And as they are part of the crop, so the 
small yards are a part of the shipbuilding and repair industry. This 
particularly apples to the repair portion of it. They contribute 
more to the n dustry as a whole. They help to maintain a reservoir 
of manpower. ‘They primarily contribute to the special skills. There 
is more speci lization, a better chance for specializat ion, In the large 
organizations, much the same as the N Lv \ and \rmy, the best men 
are often never found. ‘They are just another bean in the bean bag. 

The largest contribution, however, in my opinion, is their resource- 
ful ess. You have to be resourceful to survive. There is a much 
closer control of work, less organizational bottlenecks, and we are 
not compelled to walk in the ruts of the has-beens. The small yards 
develop new methods and skills in performance of their work as they 
may have limited facilities. This resourcefulness, direct supervision, 
low overhead, and so forth, gives the small yard a tremendous advan 
tage as long as they perform work within their limitations. 

When the job to be performed is bevond these limitations, the bag 
begins to burst at the seams and the advantages of big yards become 
increasingly apparent, They, with their facil ties, resources, pro 
curing power, and all-over knowledge, have the advantage. 

But both yards are essential to a healthy shipbuilding and repair 
industry. A sick industry doesn’t require much from either of us, 
big or small. And we are asking you to tel] the doctors back there 
we stand in need of a measure of cure. 

A shipbuilding program here on the west coast will help us to 
maintain our facilities, keep our reservoir of manpower, men with the 
knowledge to perform work in case of emergency. 

We now have, to a large measure, such men, men whom we are 
fast losing to other fields of endeavor where the future looks brighter. 
Soon we will have left only those men to repair our ships who are 
not capable of holding down jobs elsew here. 

Our labor relations here on this side of the bay is such that we can 
depend on no work stoppage. It is estimated that a minimum of 650 
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to 550 men actively producing are required to keep the present small 


yar operation, plus an additional 250 men in our subcontract 
LO} 

Phi ame yards can, with their present facilities, employ from 
three to six thousand men to economi ally repair ships in case of emer- 
ore : tn { ee 1) = like bananas, it comes in bunches, 
and men on the payroll in between the bunches become a burden as they 

re not gaint ily ‘employed. These same men have their obligations 
to meet, however, and must be cared for so that they will be available 
When the Ork does develop. 

We al cnow that even tho ugh S hipk nulding contracts should be let 

het the bay area, we would not ee a contr , but it would give 


those yards with the fac ‘ilities to bul l a chance to vaiiites those facili- 
ties, help them to supply skilled labor coe on the coast, men whom 

1 . : ] . 
we could all call on to perform our work, whatever our field of 
endeavor be, ship repalr ol hipbuilding. 

Mr. Totterson. Mr. Brewster, we thank you for your contribution 
tothe record. As I indicated at the outset, we wanted to gather all the 
information we could, not only with respect to ship-construction yards, 
b Ib aiso With respect to ship repall vards, and we are clad to have your 


Mr. A ll n, do you have any questions ¢ 

Mr. Aten. Mr. Brewster, would you have any rule of thumb which 
would indicate to you that jobs of a certain size or value should be done 
by small yards; jobs of a larger size or value should be done by the 
bigger yard ¢ 


Mr. Brewsrer. No. I can’t say that. There are some of the gov- 
ernmental agencies making a check of the facilities to determine the 
size of the jobs they allocate to the different yards or permit them to 


bid on, 

Mr. Antex. How many men do you employ ordinarily ¢ 

Mr. Brewster. At the present time we have about 100 to 150 men. 

Mr. Auten. Have you had the experience of losing men that you 
have employed atisfactorily when there is no work, in times when 
there is no work availab le ove ‘r long periods ¢ 

Mr. Brewster. Yes. Our keymen, when work loads are low, we 
have to maintain. Other men, which are excellent men, we have to 
lay off. If other yards in the bay area happen to be successful 
certain bids, these men, as I say, migrate from y: ard Lo yi ard. 

Mr. Auiten. But when there is no work in shipbuilding, what 
hi ippens to them ¢ 

Mr. Brewsrer. They go to other forms of employment. 

Mr. ALLEN. Do you get them back ¢ 

Mr. Brewsrer. It is becoming increasingly harder to get them back. 

Mr. ALLEN. They are not the type of men that go on relief or un- 
employ ment insurance for long periods ¢ 

Mr. Brewster. Not for long periods. A good man, a good man, if 
he can’t make a liv ing in this held of e} deavor, W il] Lo somewhere else 
where he can make a living. 

Mr. Auten. Thank you. 

Mr. Totuerson. Mr. Mailliard ? 

Mr. Mamutarp. Mr. Brewster, during the hearings we have had 
before this point has been stressed many times, this prob lem of main- 
taining an adequate force of skilled labor, but you touched on an 
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aspect of that that, as far as I can recall, has not been presented 
before, and I would like to just emphasize it. 

You make the point that it is your best men that won’t put up with 
the instability with this particular type of work. The ones you can 
get back readily are probably not the ones you really want. 

Mr. Brewster. I think that is one of the reasons probably that our 
costs are higher, because a poor man cannot possibly perform the job 
as economically as a good man. 

Mr. Totierson. Thank you, Mr. Brewster, very much. 

Mr. Futier. Well, obviously one of the groups most seriously 
affected by the current situation is labor. We have had the vood 
fortune to have representatives from organized labor on our ship- 
building committee for the past several years who have contributed 
much, and I believe they have some facts and figures that should be of 
real interest to you. We have asked two to testify briefly, and the 
first to Joseph Ziff, who is acting president of the Bay Cities Metal 
Trades Council. 


Mr. Ziff. 


STATEMENT OF JOSEPH ZIFF, ACTING PRESIDENT, BAY CITIES 
METAL TRADES COUNCIL 


Mr. Tor LEFSON, Mr. Zitt, we are olad to have you W ith us. 

Mr. Zirr. Thank you. It isa pleasure. 

Mr. Chairman and honorable ¢ ongressmenh, l don’t have any notes, 
I am going to speak off the cuff. 

You have heard some statements made here by people from manage- 
ment in the civilian yards, as well as hav yards. 1 don’t think they 
have left any doubt in your minds of the need of a shipbuilding pro- 
gram on the west coast. 

In each one of their statements you have heard them say that we 
are losing the skills, we are los hg the know-how, we are los ne the 
manpower to perform this work. 

I think I am best qualified to speak on that very subject. 

l now repre ent the Bay Cities Metal Trades Council. That is the 
primary council in the area for shipyard employees. We have con 
tractual relations with all the shipy irds in the bay area We are their 
labor pool. 

Back in 1947 we foresaw this move of the distintegration of mechan- 
ics in the shipyards. We then joined hands with management and 
formulated a committee known as the Shipbuilding Committee for the 
Pacific Coast for National Defense. We had contacts Ww ith our sena 
tors, our Congressmen, bringing our plight before them. Nothine had 
been done. 

] ] \ 


ih) Lully, the chamber of commerce, the } 


larine Exchange. the 


vendors, the butcher, the baker, the candlestick maker all realized that 


they were vitally affected, and they also joined forces. Since that time 
we ve been fortunate enough to have some Mariner work. Prior to 
that we got some ship-repair work. And we were told when we con- 


tinued our fight for new ship construction that “vou have got ship- 


repair work. With that vou can matintal A nucleus of skilled 
mechanics.” 
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Gentlemen, that is not so. I think you gentlemen can realize that 
ie Les ological change that have taken place 1) materials and 
equipment is tar better tod Vy thal t was 2U years ago. The service 


and maintenance on that equipment is nil today in comparison to what 


Was Veaurs ago. A ship comes 1 oO} repair today, and the repair jobs 


\ major portion of our work is when they bring the ship in and re- 
i! t certa po ons, remove the antiquated equipment and put 
pment in. Soon these ships will all have that new equipment, 

nd then our ship-repair work will be nil 
You had a situation just prior to Korea where suddenly shipyards 
ere loaded with work and every contractor in the area called up 


their respective locals and asked for men, and they weren't 10 or 12, 
t ip in the hundreds, ans ll labor organizations commenced 
10 SC] La r heads and say, “Now, where are we golng to get them 
irom ¢ 

Well, we all kept a record of members who worked in the shipyard 

| nd because of there beine no conti itv of employment 

it the indu tr") qd 20} » to other forms of endeavor. In talk 

¢ with management, we told them to be patient and we would con- 
tar | nd bi y them back, Phey will at least have had 
ye ex} ence 

Ia here to tell vou that we met with very poor success. People 
wanted to know how long this was going to be for. They didn’t for 
get World War II. As soon as the cessation of hostilities of World 
Wat Tl. t! rs were t off \ ese fellows \ alked the streets 
mont ad months at a time 

hey unted some sem! e of a guaranty oj employment. We 
Ianaged to get manpower, al d as was told here, a man would come 
Into vard and lhe ould ive rand new set of tools. You could 
detect right then and there that the man was not a skilled mechanic. 
eV going to take a chance. 


ianagement also put ads 1n the hewspapers asking for men 


and t v hired them and we sent them to them. So, management met 
ctly the same thing’ we qld li¢ skills. but ust simply man- 
pows 
It was also mentioned here that possib]y that was the reason of 
the cost being high, and I a ere to tell you gentl n that is so. 
We find in checking with t various organizations in the area, we 
find that the are appl mately 14.0 skilled e plover that have 


! 
left ndustry, net the area, but the industry, in the last 5 years. We 


very difficult to bring them back into the shipyard industry, 

evén though thei pre nt iol are at a lesser wage rate than it is in 

the shipvar« ecause the continuity of employment more than offsets 
the a tial the wage rate 

j otner cases, tiv =] lis have e avs rbed in the col struction in- 

stry ata higher wage rate, and it is obvious that those men will not 


return to the shipyard industry at a lesser wage rate, 


I 
We al ere to try to 1b rt or, | don't th nk it is necessary, you 


people have made an inspection and a tour of the facilities, coastwise. 
You still ive Oakland and the southern part to visit. I don’t think 
there any doubt in vor minds that the facilities you have inspected 
at least today are ample to handle any job than can be brought out 


here. You have also witne d that because of the lack of shipwork 
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which primarily these plants are set up to do, they were forced into 
industry altogether foreign to the shipbuilding and ship-repair indu 
try. What if they find that industry is more lucrative than the ship 
repair or shipbuilding industry ¢ I think your guess is as good as mine. 
Then not only will we be losing the shipyard skills, but we will be 
losing management that is also skilled in shipbuilding and ship re- 
pair because of them being able to find a more lucrative field. 

We have the skills in the area. It is poss} ble for us to bring those 
boys out here, providing we can show them some mtinuity of em- 
ployment. 

I want to express labor’s feeling about the neces ity of keeping the 
American shipbuilding industry alive. It really is a tragedy that 
when the present small number of ships on our American ways are 
completed that there will be none to replace them. We must not forget 
the human element that enters into the skilled pool of manpower that 
must be trained and organized in order to perform their duties as 
mechanics. And when that is accomplished they are inclispensable to 
production, We are losing these skills and ky ow-how unless we do 
something to preserve them and to offer those who possess them 
ag iaranteed employment. 

it would prove expensive and Trac if these ' this sk lled mM) inpower 
group is allowed to disintegrate as it did after World War I and 
World II. ] hope when vou gentlemen cret back in session that you 
do all you can to place the United States merchant marine back as 
the No. 1 power on the high seas. 

I would also like you gentlemen to refer to the Congressional Record 
pri inted July ¢ 6. 1954. on pages 9349 to 9360. That tells the story bet 
ter than [ coul l tell you. 

Thank you. 


Mr. ‘Totterson. Mr. Ziff, your statement has served to emphasize the 
great importance of preserving sh ipbuilding skille in the interest of 


national defense, and we appreciate your ¢c ntribution here. 

We also appreciate the contribution and help on the part of youl 
national representatives on behalf of the program which we did enact 
this year, and you people were most helpful. Without it, we would 
have had a lot of trouble. 

Mr. Shelley / 

Mr. Sueuiry. Tan sl ulto see Mr. Ziff of the labor movement sitting 
alongside of Mr. Fuller from the chamber of commerce, which is not an 
unsual situation in San Francisco, Mr. Chairman. 

Mr. ‘ToL FSON. So ] have heard. 

Mr. Sueitey. They have learned through the years that whe { 
comes to a mutual problem the best way to vet a oluti mis to work 
together and that most problems are mutual. 

I would like to relate a little bit of what happened in the Northwest. 
While were holding the hearing in Seattle. our good friend Brother 
Me Laren. ot the Puget Sou d Metal "Ey ides ( ouncil, went ol} the 
record a little bit and needled one Jack Shelley and said, “We don’t 
want the committee thinking that Seattle and Puget Sound is a suburb 
of San me isco. We want a little work.” 


my} rep! } wa that we would take first things first. That the situa 
tion at » present time is one where the Pacific coast has no work at 
all, ar th thet | f we wasted time arguing among ourselves as to whethet 


Seattle or Portland or San Francisco got it at this point we were 
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playing into the hands of the East, and those in the picture in Wash- 
ington who seemed to lean toward the East. 

And having both of you gentlemen present, let me first say I also 
said that after we got work on the Pacific coast then if we had any 
little family dispute as to where it should v0 We should get into our 
own kitchen and close the door and try to share it on a decent basis 
ind Tam sure they would have the cooperation of people in San Fran- 

sco toward that end. 


And I would hke toa k now of the represencative of the—the chair- 


man of the s] upbuil ding committee of the char . er, and the ventleman 
here representing the Metal Trades Council as acting preside nt, if that 


reply and that policy expresses the view of ‘us organizations you 
represent, and if you don’t think that there is a need for all of us on 
he coast. without regard to our little geographical prides and likes, 
to work together on this program of reviving shipbuilding as a very 
muc! neglected it and industry on this coast ? 

Mr. Fuuver. [I can say, and I think I am speaking on behalf of Mr. 
Zilt as well, that surely we have our own immediate interest right 
here in the bay area, but it seems to me that the worst thing that can 
happen to us would be to start ignting among ourselves whether it 1s 


here in the bay area, Whether it is between here and Portland, or 
whether it is up and down the entire Pacific coast, until we put up a 
united front. And | would like to subseribe, Congressman Shelley, 


to what you said a moment ago about Mr. Ziff and I sitting on the same 

de ofthe table. And I agree it is not unusual and it does not happen 
all the time, but when it does happen it seems we put up a pretty tough 
teal. 

Mr. Touterson. Any other questions of Mr. Ziff? 

Mr. A LEN. Mr. Zit. just for the record, how long have you been 
engaged in the work of ae inized labor 4 

Mr. Zirr. I have been on this job 12 years. However, I have been 
in organized labor as a chief steward during World War II. have 
worked at Bethlehem Shipyard prior to that. I have been in the 
area. L have worked in the ship vi ae on the east coast as well. And 

hile I am on that subject, if I might add, and I am speaking from 
experience, it was said that the differential in wage rates between the 
east coast and west coast is some 40 cents. The wage rate varies from 
6 to Ss cents. Llowever. the efficiency between an employee on the east 
coast at various times of the year drops. 

In the winter months, when IL used to go to work, I would have my 
red flannels, two pairs of pants, sweater, and a jacket, coat, earmuffs, 
and gloves. Itisacinch my efficiency was not up to par. 

During the heat of the summer. on those hulls. if any of you gen- 

emen have ever worked down below decks with the sun beating on 
that steel all day, you will then know that you cannot perform and 
vou cannot Tunction. 
But the west coast, and I am speaking of the west coast now. is the 
garden spot of the United States. It is the only air-conditioned area 
in the whole United States where the efficiency of the men remains at 
the same peak all year round. We can do a job in less time on the 
west coast than we can on the east coast. 

Mr. Atten. Thank you. 

Mr. Fuuuer. Mr. Chairman, if I could enlist Mr. Ziff in the cham- 
ber of commerce, we would have that additional manpower. 


a Rein 
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Mr. Norsuap. Is there any interest in the younger men of going 
into apprentice training or starting to build up in this area at all, 
work into the industry / d 

Mr. Zirr. I am cert: ainly glad you mentioned that. I had a notation 
on that. That was touched on by Mr. Ingersoll. We have apprentice- 
ship training programs in every industry but the shipbuilding and 
ship repair industry. 

Mr. Norsiap. In other words, in due time you won't have the people 
if the present conditions keep up ¢ 

Mr. Zirr. Correct, because we can’t offer an apprentice continuity 
of employment. 

We have tried it. We started them in the ship repair industry or 
shipbuilding industry and they will work for 6 or 7 months. Then 
there is no work, so we absorb them on the building and construction 
work. Those people will then gain the knowledge and experience 
and skills, and the expense paid for the first 6 months by the shipyard 
employer will go to the construction industry as money down the 
sewer, 

Mr. Norsiap. That is all. 

Mr. Totuerson. Thank you, then, Mr. Ziff, for your contribution. 

Mr. Suevtey. May | ask Joe just one more? 

( ‘oul | you give us a little history for the record of what the Metal 
Trades Unions went into at the time the Mariner contract was awarded 
to Bethlehem ? 

It is my understanding from conversations with some of you fel- 
iows that you went through your old records of journeymen who were 
members and employed in shops around here and yards in World War 
II and contacted them and asked them to come back and most of them 
said, “We have a steady job,” or “How long is the work for in the 
shipyard?” and didn’t show much interest. 

Is that so? 

Mr. Zirr. That is correct. I think I made that statement for the 
record. You were out of the room. 

Mr. Suenciey. I was on the telephone. Oe. 

Mr. Anzen. Thank you, Mr. Ziff. 

Unfortunately our chairman, Mr. Tollefson, finds it necessary to 
leave the meetings temporarily to wo. be ack to Seattle for a day’s work. 
He will be bac] kK nere on 2 rid: av for a continuatior of our Inspec tions. 

The next witness is Mr. Mario Grossetti. Mr. Grossetti, would you 
be good enough to identify yourself for the record, and we will be 
pleased to have the statement. 


TESTIMONY OF MARIO GROSSETTI, CHAIRMAN, PORT COMMITTEE, 
BAY CITIES METAL TRADES COUNCIL 


Mr. GRosseEtTTt. My name is Mario Grossetti. I am the business 
manager of the Shiplitters Union, and also chairman of the Bay C ities 
Metal Trades Council, port committee, a member of the Governor's 
Shipbuilding Committee, and a member of the Mayor's Maritime 
Committee on Maritime Affairs. 

I have a prepared statement, by James A. Brownlow, I want to 
submit in the record in behalf of the council. 
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\nten, All right. If you would submit your statement, it 
be received in the record, and if you care to make any brief 
el oncerning it we would be pleased to have that as well. 
he statement is as follows:) 











Ss Y JAMES A. Brow V, PRESIDI AFL Merar TrRAvES DEPARTMENT, 
BENALI Hil DSA CITIES My \ PRADI COUNCIL, SAN 
O 
here part of our economy h is more important to our people than 
(ine! erchant marine Poday the American shipbuilding industry is 
Its workers, including a ng them t) best craftsmen on whose 
p i this naustry must depend have no hope ol teady d pende cee on 
d work for making their full contribution to production and no assurance 
ee e from this work 
\ he worker in almost any American industry can look forward to 
( ment at his particular tra Ife takes pride in the fact that he 
ha nulated years of experience working at a particular skill. What would 
rmal for the average American worker is but a pipedream to the worker 
\ rican shipyards 
\merica’s shipbuilding has become so errati ui tain, and 
lent on unpre Lyle ! res congressional policy that its 
have no confidence in steady, productive employment in the future. 
\ ¢ wok at the record will make this clear. Three times in the past 40 
s the shipbuilding industry has had to start practically from scratch and 
ish il ge-scale production to meet the urgent needs of a national emergency. 
Racl the industry was completely unprepared for the crucial task. Each 
t t hat it was called upon to do in a great rush and a very costly rush. 
Before World War I our mer nt marine was so neglected that America’s 
ships were carrying only 9 percent of this country’s export and import trade. The 
by the shipbuilding industry to meet the emergency demands of 1917 
roved far more costly and less efficient than would have been the case had 
\ rica bee ling to support an adequate merchant marine 
The same pattern was repeated 25 years later, eve hough Congress had 
early expressed itself in favor of an adequate merchant marine in the Merchant 
A ne Act of 1920 and again in the 1936 Merchant Marine Act rhe plain fact 
that America’s shipbuilding industry was quite unprepared to meet the needs 
f national defense in 1939-41 and later of wartime « ansion 
Some explansion had been instituted before Pearl Harbor as a result of orders 
m b British and 1 ted States Governments Nevertheless the ship 
I ug industry was forced to expand from a total employment of approxi- 
‘ 100,000 workers in 1940 te most 1,400,000 in 19438 Between 1941 and 
{ he net product of this greatly increased employment was a total of 5,280 
ingoing ships totaling more than 54 million deadweight tons. This was a 
ily inspiring performance Bot bor and manage! t in the shipbuilding 
l performed al rnificent job, starting from almost thing, to develop 
y roductive network of shipyards within a very limited period of time 
he war the shipbu ng industry was allowed to p back into a “busi- 
I i pattern. It was v the outbreak of the war in Korea that forced 
o TT ci¢ 
ent in the N on’s pr e shipbuilding yards had been allowed to 
fa Ow 70,000 by June 1950—a mere 5 percent of the wartime peak Sud 
the Nation awoke to face the fact that additional shipping was badly 
( ( nly to meet the commitments in Korea but, in addition, to provide a 
ting other n nal-defense requirements that might arise 
\ re t of the new contracts that developed at that time, employment in 
‘ rivate yare nereased 90 percent from June 1950 to an average o 
n" li 952. 
“ however, conditions have once again reached the conditions of a crisis. 
It is t t 1953 n ked the completion of 45 sizable seagoing vessels with a 
t weight of 570,000 gross tons Nevertheless the number of ships under con- 
stra n today is rapidly declining. This is due to the fact that shipyards are 
ut y working only on orders that were placed before December 1952. Not 
ontract for a seagoing, offshore merchant ship of any type has been placed 
United States coastal shipyard for the past 18 months. As each ship is 
elive substantial number of workers must be laid off, since no new work 
has been received which could provide employment for them 





(ir eer 
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According to the June 1, 1954, report of the Shipbuilders’ Council of America, 
only 29 large merchant vessels were then under construction or on order, with 
13 of this number scheduled to be delivered in June or July. All but 2 of these 
ships will be completed by the end of 1954. 

The decline in American shipbuilding has been accompanied by a phenomenal 
increase in shipbuilding activities in other nations. The United States, whose 
shipbuilding industry has been many times the world leader, is now ranked 
seventh. 

As of last April the shipyards of Britain, Sweden, Germany, Holland, France, 
and Norway were all constructing a greater volume of merchant shipping than 
the United States. During the past year America’s share of the world’s ship 
building tonnage has dropped from 7.7 percent to only 4.4 percent. 

The lack of shipbuilding in United States yards is not caused by a lack of 
interest on the part of American business in owning additional seagoing vessels. 
Quite the contrary. Major corporations, such as the Aluminum Co. of America, 
the United Fruit Co., and many others, want to add to their merchant fleets, and, 
in fact, have contracted for the building of additional ships. However, instead 
of placing their orders with American shipyards, these companies have all con- 
tracted with foreign shipbuilding concerns for the construction of the ships they 
need. According to the New York Journal of Commerce (June 9, 1954), “the 
volume of American-financed new ship construction placed with foreign yards 
during the postwar period reached just short of $1 billion.” 

The Journal of Commerce goes on to point out that between June 1, 1953, and 
June 1, 1954, orders for 40 merchant ships, with over S25 deadweight tons and a 
total contract value of over $115 million, were placed by United States concerns 
in foreign yards. These ships include such diverse vessels as special carriers 
for bauxite, refrigerated cargo ships, and specially designed carriers for paper 
There are, in addition, 29 tankers among these 40 vessels. The shipyards which 
will benefit by these contracts are located in Germany, France, Japan, England, 
and Sweden. 

It is necessary that these facts be emphasized in order to put the present 
plight of American shipbuilding in true perspective. It is not my purpose to 
chastise the American business tirms for doing what they did. They were only 
following the sound business principle of getting the most for their money. The 
point I want to stress is that foreign shipyards have a wide margin of advantage 
over our American shipyards in the form of lower costs Part of this advantage 
lies in the fact that shipyard workers in foreign countries are low paid. 

The American shipyyard workers can outmatch, in productive performance 
and efficiency, the shipyard workers of other countries Yet the differential 
in wage levels in the United States and abroad is much greater than any edge 
our shipyards may establish through more efficient performance 











Even more important than this wide differetitial in labor costs is the enormous 


advantage gained by the foreign shipyards from a wide range of subsidies given 
them by their governments. Here are a few examples of these subsidies 
Denmark The Government allows 50 percent of the cost of constructing a 


new vessel to be written off immediatel 


contract 


upon the signing of the construction 


France In addition to accelerated depreciation, there is also a provision for 
a substantial operating subsidy 

Swede Provisions regardin epreciation are such that the owner of a 
new ship can write off the cost of h esse] vhatever period he chooses 

Italy In addition to a very high construction subsidy, all revenue derived 
from new ships for the first 3 years is exempt from income tax 

Is it anv wonder that American companies do not turn to their own shipvards 
but instead are drawn like magnets to these highly subsidized yards in other 


countries 7 


The net result of all these developments has been depressed conditions for 
erican shipva sin the midst of dwide prosperity wr fore shipbu ling 
America lipvar in i g 
concerns lam in a position to report, on the basis of information receives v 
the Metal Trades Department, hea layoffs and lo ed employment for Amer 
ican shipyard workers Reports from all over the uuntry make it clear that 
layoffs have affected shipyards on the Atlantic, Gulf, and Pacific coasts 
: I 


Information from the Department of Labor shows that private shipbuilding 
construction and repair yards employed in Ap! 13 
April there has been a further decline, so that today’s employment is substan 
tially lowe1 In the North Atlantic area alone, shipyard employment has dropped 


oo percent in less than 2 years. 
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rhere some hope for improvement in the immediate future as a result of 
the action of the 83d Congress, which enacted legislation which should provide 
some reliel 

Appropriations were passed making possible the trading in of obsolete tankers 


and the building of new ones, the construction of additional passenger vessels, 
and also the conversion of four Liberty ships. In addition, an appropriation 
(0 million was made for tankers to be built by private companies and operated 
under charter by the Military Sea Tranport Service. An enabling act and an 
appropriation of $12 million were put through for the immediate reconstruction 





of Liberty and Victory ships now in the mothball fleet. 

\ ship mortgage financing bill insuring mortgages for merchant vessels was 
also passed, and of great importance to the shipbuilding, ship repair, and ship 
operating unions, was the so-called 50-50 bill, providing that 50 percent of foreign- 


aid products from the United States shall be carried in American bottoms. 

These proposals are most encouraging and will go far toward relieving a 
most serious national problem. 

Why is it that Congress should take this action? This industry is not de- 
voting its facilities to the production of fur coats, television sets, or even auto- 
mobile If such were the case, the drop of employment and loss of production, 
while naturally a matter of serious concern to those directly involved, might not 
require the specific attention of Congress. 

In this case Congress is dealing with an industry which has suffered a catas- 
trophie loss of employment and an industry which is operating directly in the 
national interest. The shipbuilding facilities of the Nation are part and parcel 
of our Nation’s defense program. The success of any wartime overseas opera- 
tion depends directly on the availability of speedy modern vessels to transport 
both men and equipment 

Considerations of national defense require that this country maintain sufficient 
shipbuilding facilities and employ sufficient skilled workers to constitute a 
nucleus of facilities and manpower adequate for rapid expansion in the event of 
full mobilization. 

With this objective I think we can all agree. The problem in the past has 
heen to determine at exactly what minimum level of activity the shipbuilding 
industry must be maintained. 

A special study entitled “Maritime Subsidy Policy,” contained in a report of 
last April prepared by the Office of the Under Secretary of Commerce for Trans- 
tation and the Maritime Administration, devotes one section to the problem 
of maintaining the necessary personnel in the country’s major shipyards. The 
report says 

rotal employment in the construction of mechant ships in large coastal yards 
is estimated to average 25,000 during 1953. * * * In 1954 it is estimated that 
the average employment will drop to approximately 10,800 workers. In 1955 all 
merchant ships now under contract will be completed and employment will drop 
to about 1,200 workers.” 
ignificant part of the report is its analysis of the manpower requirements 
in the event of full mabilization. The conclusions speak for them- 








“It is estimated that a direct and indirect labor peak of 435,000 shipyard 
workers will be needed after M-day for the construction of merchant ships of 
400 feet and over. In addition, 44,000 employees will be required for the con- 
struction of smaller merchant-type ships in the inland and Great Lakes shipyards. 
As a result, 479,000 workers will be required, whereas about 650,000 were em- 
ployed at the World War II peak. This estimate is for merchant-ship con- 
struction only and does not include Navy Department or ship-repair needs.” 

To make possible this wartime expansion, the report points out that peacetime 
employment must provide a “mobilization nucleus” of workers below which 
employment should not be allowed to fall. Based on the experience gained dur- 
ing World War II, the report concludes: “Thirty-six thousand workers should 
be employed during peacetime in merchant-ship construction.” 

Chis minimum manpower requirement of 36,000 workers is substantially above 
present employment on merchant-ship construction. As the report states: 

“Unless a program of new construction is undertaken promptly, the number of 
shipyard workers employed in merchant-ship construction will drop far below 
the level needed to provide a mobilization nucleus.” 

How can this mobilization nucleus be maintained? The report is very specific 


on this point: 
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“A construction program of 60 oceangoing ships a year would maintain the 
American shipbuilding industry at sufficient strength to provide a nucleus of 
shipyard manpower capable of expansion to meet estimated mobilization 
requirements.” 

This program has the support of the metal trades department and of the entire 
American Federation of Labor. It is a program specifically recommended by 
the most up-to-date and comprehensive analysis of this Nation’s shipbuilding 
policies. If America is to have available the minimum shipbuilding facilities 
and employment necessary for national defense, this program is absolutely 
essential. 

America’s merchant marine faces direct competition for hauling cargo and 
personnel across the oceans of the world. So long as the cost of ship construction 
is at least 30 percent lower outside the country and so long as the cost of opera 
tion is only one-quarter as high under foreign ownership, the American merchant 
marine simply cannot compete against that of foreign countries. 

Should American ships get off the ocean? Or should we recognize that national 
defense requires a thriving mercnant marine, particularly at a time when we 
face the threat of further Communist aggression? 

The choice is simple. Either decide to liquidate the Nation’s ocean-going fleet 
or develop a comprehensive program to place America’s merchant marine on a 
basis where it can compete with fureign countires. 

Mr. Grosserrr. Mr. Chairman, I am not going to take up a lot of 
time. I think the ¢ situation has been well covered by the shipbuilders 
and the rest of the speakers, but there are three very vital, important 
questions I would like to pul before the committee. 

No. 1, the seriousness of building ships in American shipyards. 
Many American firms are leaving the shipyards, the American ship 
yards, and building their ships in foreign countries. I think that the 
congressional committee should look into this thing and have it 
stopped. 

No. 2 is that the east coast shipbuilders’ grip on the shipbuilding 
industry must be broken. In recent years when bids are let it has 
always been the bugaboo that the west coast shipyards cannot compete 
ona bid basis. Now we look at the record and find that the east coast, 
when a shipyard in the east coast is losing work, they are given allo- 
cations of work instead of bids. Let me state an example. 

Bath, Maine, shipyard was low bidder on five destroyers and it was 
given to a Quincy, Mass., yard without a bid. We find that going on 
continuously on the east coast. And we find that the west coast is 
being discriminated against in this practice. I think that is a very 
important matter that the congressional committee should look into. 

Another question is the seriousness we are up against at the present 
time in the San Francisco area. We have a navy yard that is recon- 
verting a large carrier. We have the mariner program at the Bethle- 
hem vard. They are both on the dow neracde. In the near future, in 
the San Franciseo Naval Ships ard, there is voing to be a lavoff of 
115 ship fitters and 156 welders, and we have no place to place them, 
there is no more work, and we are going to be hit hard. 

Now, the first speaker, Admiral Mumma, was asked if there was any 
recruiting in regard to welders. Let me put this in the record, that 
up to 6 weeks ago the San Francisco Naval Shipyard had recruiters 
as far as Salt Lake City recruiting welders for that yard, and next 
month they are going to lay off 156, so you see the position we are in. 
We have got the m: inpower, but we haven't got the work, and some- 
thing has got to be done in regard to getting ship work out here on 
the coast. 

We have got the facilities; we have got the manpower. 

Thank you. 
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Mr. Annex. Thank you, Mr. Grossetti, for your information. 
to state that it is the purpose of this committee, when 


Cong onvenes after January 3, to go further with this investiga- 
tion, and particularly into the operations of the 1936 Merchant Marine 
Act. Part of the purpose of that act was to make it possible for the 
ship-construction industry in this country to be preserved in a healthy 
state, and an additional phase of that was to a complish the dispersal 
of the industry throughout the Coastal States. Both of those matters 
Ww e the subject of investigation to determine w Nh the 1936 act has 
not accomplished its full purpose, and to provide further so that it 


\re there questions, Mr. Mailliard 4 

Mir. Matturarp. No: Ihave no questions. 

Mr. SHettey. Mr. Chairman, I want to ask something, but I think 
would be better off the record. 

iT 


(Diseussion o i the record. ) 


Mr. ALLEN. Any further questions ? 

hank you very much, Mr. Grossetti. Your statement will be very 
helpful to us 

The next witness will be Mr. Robert Mayer, pre ident of the Pa- 
cife American Steam hip Association. 


STATEMENT OF ROBERT E. MAYER, PRESIDENT, PACIFIC 
AMERICAN STEAMSHIP ASSOCIATION 


Mr. Mayer. Mr. Chairman, and gentlemen, this is mainly a ship- 
how, and not an operators’ show, and therefore I don’t intend 
to take any substantial amount of your time. 

I do feel, however, that a few words of general character from the 
American-flag dry cargo operators on the Pacifie coast might be of 
some interest in the record. 

The American-flag operators on this coast are running about 120 
‘ls trans-Pac ifie altogether. About 50 to 60 vessels in the domestic 
trade are servicing these ports, so you have got : bout 180 vessels that 
have some very keen interest in the Pacifie coast. 

\W th each of these vessels costing millions of dollars. and with 
most of them being vessels built in the same wartime period, it is 
easy to understand what block obsolescence will do to us. and we know 
t] if it does face us as our biggest fear. 

Because of that we must have a continuing program of ship con- 
struction, as previous witnesses have testified. [simply want to under- 
score that from the standpoint of the operator that unless there is some 
continuity where there is at least a reasonable number of vessels built 
each vear then the industry that is going to operate those vessels 
doesn’t have any reliable source upon which to rely for continuing 
skills and for continuing advances. 

I think these operators in the Pacific have some confidence in what 
they are doing. They have some confidence in the Pacific. During 
this year they have committed themselves for around 12 vessels, either 
in building or in prospect, or in planning. Most of them are already 
committed, so there is some confidence there. 

The trades on the Pacific coast are not blooming like we would like 
to have them bloom but, nevertheless, these operators have gone out 
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on a limb and do feel that if they can have some reliance on some 
Jong-range merchant-marine policy that they can run some ships. 

I am not prepared to go into any technical matters with respect to 
types of vessels which might be preferred, or number of vessels which 
the industry might be able to absorb, but if the committee feels that 
they might like to have that at a later date, I will certainly try to put 
something like that together for your group. 

I would like to take a couple of minutes to cite now a record in the 
2d session of the 88d Congress which I think illustrates what we can 
clo, merchant marinewise and shipbuildingw Ise if we have a Merchant 
Marine Committee which has effective leadership and which has co- 
operation from the administration and the House. 

Since this is a shipbuilding hearing I just put down here 5 or 4 
items which originated right in the Merchant Marine and Fisheries 
Committee and which were passed in this session. 

You have got Public Law 574, providing for the trading of old 
tankers. 

You have got Public Law 781, which facilitates private ship finane- 
ing through your mortgage plan. 

You have Public Law 664, which is your 50-50 provision. While 
that is not a shipbuilding matter, yet it is so important to the con 
tinued operation of American-flag vessels I think it is of very great 
interest to shipbuilders. 

Kach of these items originated in the Merchant Marine and Fish 
eries Committee. 

Three other items that didn’t originate in the committee, but I think 
resulted largely because this committee has stature and has the respect 
and confidence of the rest of the Congress—the construction subsidy 
which the Appropriations Committee took care of: Liberty-ship 
modernization; your trade-in and build tanker program, which the 
Appropriations Committee voted: your 20 tanker construction; your 
$50 million for Navy construction; and the long-term chartering bill 
for tankers. 

We hope as operators that this Merchant Marine and Fisheries Com 
mittee can maintain the kind of interest and activity that it displayed 
in this 2d session of the 83d Congress. We are not being critical of 
previous leadership of the committee in any way whatsoever. We 
know that there were circumstances which I think prevented the com- 
mittee—largely made up of the same people on it now, some new addi 
tions—there were circumstances previously which prevented it from 
doing the job that it did. 

It is merely our hope that in the 84th Congress this committee can 
go ahead and do even more, both for shipbuilding and merchant ma- 
rine, and we are confident that if it gees continued administration 
support, and more partic ‘ular ly if it gets greater agency support, then 
1 think the committee can do much ie than it did in the 2d session 
of the 83d Congress. 

I want to close by saying that I think that the Merchant Marine and 
Fisheries Committee in the 2d session of the 83d did a more effective 
and more active and more successful job in that very short period of 
activity than it has done in many fecent sessions in the past. 

Thank you. 

Mr. Auten. Thank you, Mr. Mayer 
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(ny questions ¢ Mr. Mailliard ? 

Mr. Matnui ARD. No questions. 

Mr. Auten. Mr. Shelley? 

Mr. SHELLEY. Just one question, Mr. Mayer. 

In view of the reluctance on the part of operators, as has been ex- 
pressed before this committee, and individually to some of us, and I 
know to you, to take the Mariner and put it into ope ration, put it in 
pl ivate operation without extensive modifications and redesign, would 
you say that the policy followed there and heretofore in building 
single design on a mass basis is not as beneficial to the operator or as 
healthy for the American merchant marine as having the operator 

ubmit his idea of design in line with his needs for a particular service 
ind then having separate vessels built to meet that need ¢ 

Mr. Mayer. I would like to answer your question this way, that it 
san unfortunate thing that the J/ariner. being as fine as vessel as it is, 

is to undergo such substantial changes before it can be put Into 
practical commercial use. 
~ Without offering criticism of our Maritime Administration, I would 
like to say that I think it would be a much more successful outcome 
f in * unning for the next new type of vessel, whether it be a mass 
type or whether you go for 3 or 4 individual types, that cert: ainly they 
isk the operating people of the industry to come in and sit with them 
and go over in some detail and for some length of time be fore they 
determine on the design. 

Mr. SuHettey. I want to make clear, too, that my question or the 

nt was not intended, and I don’t want any implication of 
criticism cast. 

At the time the Mariner program came to Congress, we all pitched 
in to get it through and get the money for the building, but I think 
that we can learn in the light of some of the mistakes that we have 
made unconsciously on that program. 

Mr. Mayer. That is right. The hatch-cover thing is one small 
ex umple in the Wariner, and there are several other features which re- 


quire very substantial change before you can — that vessel be as 
effi ent an operator as it can with its type of design. And it wouldn't 
have » happened if ne hid.an Mr. Shelley indicat Ae, wives confer- 


ence of 2 aba nt and industry. 

Mr. Norpsuap. I have a statement I would like to make for the bene- 
fit of the record and any present. 

I would like to Say this isa Mi mber of the ¢ ‘ongress from Oregon, 
not Califor nia, that | have met lots ot men in representing the various 
trade associations, and I know none that have the respect that Mr. 
Mayer does. 

Mr. Antex. Thank you very much. Your statement has been very 
value to us, Mr. Mayer 

(Witness excused. ) 

Mr. Auten. The next witness is Mr. Hugh Gallagher, national 
president of the Propeller Club of the U nited States, and a gentleman 
not entirely unknown in the San Francisco area. 
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STATEMENT OF HUGH GALLAGHER, NATIONAL PRESIDENT, PRO- 
PELLER CLUB OF THE UNITED STATES, AND CHAIRMAN, MAYOR’S 
COMMITTEE ON SHIPPING, CITY OF SAN FRANCISCO 


Mr, GAtitacuer. Thank you very much. I know the hour is getting 
late, and I will try to run through my comments as quickly as I can, 

(Prepared statement by Mr. Gallagher plus clippings are as 
follows:) 


Mr. Chairman, my name is Hugh Gallagher; officially I am assistant to the 
president of Matson Navigation Co., and national president of the Propeller Club 
of the United States, but I wish to make it clear that I am appearing as a citizen 
of California with 45 years’ shipping experience. I do not wish to involve the 
Propeller Club or my company in any remarks I make. 

I have fought many years for adequate support for an American merchant 
marine, first appearing on the Jones-White Act in 1920, and I am convinced that 
Without our own ships and adequate facilities ashore we could very well lose 
the next war. Our ability to furnish ships from ways well removed from reach 
of Germnan bomber planes certainly saved the day in World War II. We are not 
so well situated today. 

I have often remarked that shipping in all of its aspects is perhaps the most 
investigated industry of any that I know. Nevertheless | welcome this oppor- 
tunity because I feel that I am talking to men who have been out on the floor 
fighting for a real American merchant marine, and I have had a keen satisfaction 
of commenting on your activities in the many talks I have had an opportunity 
to make here in this State and elsewhere. 

I have been aware of the serious situation facing our shipyards for several 
years and that was one of the reasons which prompted me to recommend the 
Liberty ship reconversions to a greater speed. I still support that project whole- 
heartedly in spite of opposition. 

Briefly I knew that the military needed 160 or more, ready, fast (18-knot) 
ships for emergency. They did not exist in lay-up, consequently, in an urgent 
situation they could only be found among the ships owned and operated by 
domestic and essential foreign trade route operators, and requisition would wreck 
the business of those companies. 

Next, the shipyards faced a situation of no new building until sometime in 
the sixties because our principal companies were all operating war-built vessels 
which would not be due for replacement until obsolete. Naturally there would be 
the few exceptions—tankers, passenger ships, special types, ore carriers and 
such—but in the main our active fleet of cargo ships and tankers would be due 
for replacement on the following basis as of September 1954: 


Ships over 15 years due for replacement 1960 ‘ inal natin 1 
Ships due for replacement 1960-65 : . TO) 
Ships due for replacement 1965-70 | 


Let me point out here that as of now we have only 37 passenger- or trooper-type 
privately owned and operated ships as compared with 115 which were desperately 
needed in 1941. (Few Americans know of the part they played in the early 
stages of the war.) 

With such a situation confronting the vards, they could: 

1. Wait until 1959 for construction to start and face the prospects of dimin- 
ished earnings. 

2. Urge the Government to overcome block obsolescence by building cargo ships 
at a moderate rate each year. Sixty has been proposed. 

3. Turn their attention to other building enterprises, as some have done. 

4. Rely on jobs which Navy Yards are willing to pass out to them. 

5. Watch a gradual disintegration of their skilled craftsmen. 
6. Ask for a subsidy to keep their yards open and at a “ready.” 
7. Question the validity of the oft-repeated statement that shipping and its 


allied industries are the fourth arm of our national defense. 


8. Sell their valuable waterfront facilities. 

9. Look longingly at the $237 million spending in foreign shipyards for vessel 
construction. (For record editorial from Los Angeles Examiner. ) 

God forbid. 


54686—54——_17 
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In the war years from 1940 to 1943 shipyard employment rose from 100,000 to 
1,400,000 persons ; 5,280 ships of 54 million tons poured out of our yards to save 
the world from defeat. 

Then a “nice to have known you” attitude seemed to appear on all sides, and 
employment dropped to very low levels, and as of today there is only one ship on 
order for private account and little in prospect. One of my good friends in labor 
circles tells me that there are 14,000 skilled men in the bay area looking for 
jobs in other fields. 

You can imagine our feeling of frustration when the Appropriations Committee 
cut the heart out of ship-construction funds, and we all appreciate the fine job 
you gentlemen did in this last session in getting funds restored. The yards can 
take heart in the prospects. None are ungrateful and the shot in the arm has 
lifted the morale of the local industry, but there is still a job to do to help the 
Pacific coast. 

As you know, much of my time in the last 6 years has been spent in the East, 
and the things I listened to back there about what the west coast could do and 
could not do were amazing. It has caused me to urge in many quarters since 
my return to San Francisco that there be a complete and accurate examination 
of the fundamentals as I term them. They are as follows: 

1. Are the west coast yards able to build the large tankers contemplated 
under the new program? Tanker ideas have been changing in the last few 
years and the World Glory recently built at Bethlehem-Quincy is 736 feet long 
and 102 foot beam. I hope our planners are not thinking as in previous construc- 
tion programs and are not sticking to old ideas. I should like to file this clipping 
from the Wall Street Journal of April 22 and urge that it be called to the atten- 
tion of those in charge so that we will not have obsolete ships on our hands like 
the Libertys, which could have had hulls designed for greater speeds even though 
it was necessary to stick to the up-and-down engine and standard boilers. 

2. How many yards can build these tankers and how many can they under- 
take at the same time? Our maxinium ways here are only 98 feet by 660 feet— 
too narrow and too short for a World Glory and there are only two of this size. 

3. Can a Forrestal, or larger, type carrier be built in the west coast? 

4. Are the Navy yards equipped to build and overhaul the largest carriers and 
battleships? 

5. Can the private yards undertake carrier overhaul, build submarines, de- 
stroyers, and other naval craft of importance and size? Will the Navy permit? 

6. Is there some way in which.the differential in cost between eastern and 
western yards can be overcome so that the yards on this coast will have a 
chance to bid, as part of the national-defense program ? 

7. If it develops that the west coast cannot do certain types of work because 
of lack of facilities, is there some way in which the facilities can be modernized 
so that they can build the modern ships? This is also from ‘the national-defense 
standpoint. 

&. Definitely settle, in event the western yards cannot now do the big jobs, 
whether the west coast is to remain in that “short-pants” position for years to 
come, or whether they can look forward to basic improvement in facilities. 

9. Clear up once and for all the facts so that the loose thinking and just plain 
misrepresentation about the ability of the west coast shipyards can be liquidated. 

What I am recommending is a real down-to-earth examination by your com- 
mittee to bring out the facts so that we can solicit and plead for work that we can 
do and not work ourselves into a lather trying to get you and others to go after 
jobs which our west coast yards cannot do, or perhaps for which they do not 
wish to compete, for any reason—be it inability or just plain recognition of the 
fact that our costs are higher and the margin of profit so thin they cannot take a 
chance. 

When it comes to helping our yards to make improvements should they be 
needed, whether private or naval, certainly we should do it as liberally as we 
have done abroad. In light of Senator Butler’s statement that we had spent 
20 millions a year for 3 years improving the shipbuilding facilities in foreign 
yards, a way should be found so that our west-coast people need have no fear 
of our defensive capacities in a war everyone seems to think will occur and in 
which our Pacific coast yards and shipping will be desperately needed. 

Now for a few positive recommendations : 

1. Admiral Carney was quoted September 19 at Vallejo (right or wrong, I 
don’t know) that the Navy had 62 billions of unspent appropriations. When 
asked about supercarriers, he said, “We'd have to have a drydock that will take 
it. It means many varied skills and a tremendous amount of money—$25 mil- 
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lion to start with. We can’t justify it to Congress at this time. 
shop.” 

I recommend that enough money be spent to provide the pipe shop and also 
to put a yard in position to build the largest and most modern type of carrier 
or battleship, and that we do not wait once again until it is “too little and too 
late.” 

2. I recommend that if our private yards wish to expand their facilities so 
that they can build the large tankers, ore ships, and other types, that aid be 
granted as a matter of national defense expense 

3. I recommend that a Liberty ship be taken out of lay-up and equipped as a 
floating power ship, to be held in readiness on this coast for use in emergency 
in the event of attack or just plain power failure. Perhaps there should be one 
in each of our major harbors (read clipping). 

4. I recommend that we go ahead with a reasonable construction program of 
eargo ships, modern in design (not like the Mariners), and that the planning 
be discussed with ship operators to assure the practical usefulness of the ships 
in cargo trades. Perhaps several designs should be agreed on. 

5. I recommend that a more realistic approach be made to the question of 
allowance on trade-in values for tankers and other ships now satisfactorily 
operating so that companies wishing to build modern types, or step up their 
replacement programs, will not have to sacrifice too much remaining capital 
values. 

6. I recommend a review of the work in the navy yards to determine what 

jobs should have been, and henceforth should be, given to the private yards. 
7. Reports are current that the Navy is expanding its submarine program. 
My information is that we have plenty of capacity, electronic experts, and so 
forth, to do this type of work in our west coast private yards. This fact should 
be developed. 

8. I recommend legislation which will permit a differential or a parity equali 
zation so that west coast yards can participate in the building of all types of 
ships constructed by the Government. 

9. After all the facts have been brought out, I would recommend that they 
be published widely so that misunderstandings with respect to west coast capabil- 
ities and capacities be a matter of record. 

10. Much interest in atomic propulsion is in our minds today. It is reported 
that Norway is embarking on experimental work. Dr. Norman Hillberry, of 
the Argonne National Laboratory at Lamont, IIL, says that cheap superheat 
is possible and that with a thermal reaction, long voyages are possible without 
refueling. 

I recommend that we use one of our laid-up ships to experiment with and that 
Dr. Hillberry be asked to appear before your committee and verify the state- 
ments and opinions he has offered. 

Surely we should not let foreign shipping get ahead of the Nation which has 
done so much with the atom. We once had the lead with clipper ships; we built 
the first oceangoing steamship; we have an atomic-powered submarine. Now 
let us get at having an atomic powered or assisted commercial ship. 


We need a pipe 


[Article from Maritime Reporter, September 1, 1954] 
“WorLp GLORY” 


THE STREAMLINED, BETHLEHEM-BUILT “WORLD GLORY” I8 THE BIGGEST TANKER AND 
SECOND LARGEST COM MERCIAL VESSEL EVER CONSTRUCTED IN AN AMERICAN SHIPYARD 


Into New York last week steamed the biggest tanker ever built in the United 
States. 

Built by Bethlehem-Quincy for the Niarchos interests, the World Glory is 736 
feet 3% inches long, has a breadth of 102 feet, a depth of 50 feet, and a dead- 
weight of about 45,110 tons. She has a cargo capacity of 16,614,696 gallons. 

Those shoreside saw a vessel of the single-deck, three-island type with a clear- 
water stern; a vessel with well-proportioned, curved contours for prominent 
sight edges. 

Inside, the machinery is aft, and accommodations amidships and aft. The 
liquid-cargo space, 440 feet long, is divided by 2 longitudinal bulkheads and 10 
transverse bulkheads into 33 separate cargo tanks, each 40 feet in length. Fuel 
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oil bunkers and the cargo pumproom are just abaft the liquid cargo space; for- 
ward, there are reserve-fuel bunkers, ballast tanks, a dry-cargo space, a pump- 
room, storerooms, and carpenter shop 

The World Glory is framed longitudinally through the cargo holds and trans- 
versely at bow and stern. Due to the heavy scantlings required by the vessel’s 
large size, more doublers than usual have been fitted in order to prevent plating 
thicknesses from becoming too great for satisfactory welding. Considerable use 
has been made of normalized steel, due to its lack of notch sensitivity. The struc- 
ture is principally welded Riveting has been used for 2 bottom shell seams, 
4 deck-plating seams, for the sheer strake seams and gunwale bar connections, 
and for the shell seams just above and just below the turn of the bilge. 


Accommodations are provided for a crew of 60 and for 3 persons in the owner’s 





party he captain, deck officers, and radio operator have space amidships; engi- 
neering officers and the remainder of the crew are berthed aft. In the midship 
house there is an attractively furnished owner’s suite consisting of a bedroom 
with private bath, lounge, and a dining room with service pantry. 

Acco! dations include separate messrooms for officers, for petty officers, and 
for crew, and officers’ lounge and a crew's lounge 

Johr Manville’s incombu ble Marinite has been used extensively throughout 
he inte r; for joiner bulkheads and various partitions and enclosures. 

In deta ig the smokestack for the World Glory knowledge gained from many 


model experiments in a wind tunnel were used to advantage. Uptakes emerge 
from the top of the stack near its afterextremity. They are small in cross section 
area, in order to produce high velocity of exhaust gases in the uptakes. This 
elocity is further augmented by a reductoin in size of the top of the uptakes. 
The top of the stack is plated over and the uptakes project through the plating. 
The top of the stack is well-rounded at its periphery, to permit air to flow 
smoothly in all directions across the top of the stack, and so reduce the tendency 
of eddies and downdrafts to form about the top of the stack. Screened openings 
in the afterside of the stack casing provide outlets for ventilation exhaust from 
the boilerroom through the interior of the stack, and also supply air for the 
forced-draft blowers under cold-weather conditions when boilerroom ventilation 
air is reduced 

All accommodations are fitted with mechanical ventilation. Supply air is 
heated in cool weather by a steam heater in each supply system. Steam to the 
heaters is thermostatically controlled, designed to maintain comfortable tempera- 
ure in living spaces in normal winter weather. Additional heat, where required, 
is Supplied by steam convector-type radiators with hand-operated valves. 

The boilerroom has mechanical air supply, and exhausts through the stack 
openings any surplus not taken by the forced-draft blowers. The engineroom has 
mechanical air supply and mechanical exhaust. 

The cargo oil-pump room has mechanical air supply and mechanical exhaust 
of lower capacity from major pockets in the bilges ; the remainder of the exhaust 
is natural 

Che turbines were designed and built by Bethlehem. There is a high-pressure 
turbine of the impulse-reaction type and a low-pressure turbine of the single- 
flow-reaction type. The impulse-type astern turbine is incorporated in the ex- 
haust end of the low-pressure ahead turbine. End thrust in both turbines is 
balanced by dummy pistons and equalizing pipes, and eash turbine rotor is fitted 
with a Kingsbury thrust bearing. Each turbine rotor is machined from a single 
forging of open-hearth steel. Turbine castings are made in upper and lower 
halves of cast steel. Turbine blades are made of stainless steel, shroud rings of 
Monel metal. 

The double reduction, double helical, nested type gears are of Falk manufac- 
ture. The pivoted, segmental-type main thrust bearing is incorporated at the 
forward end of the reduction-gear casing. Propeller shafting is solid forged steel ; 
the diameter of the tail shaft, under the bearing sleeve, is 24 inches. 

The propellor is 5-bladed, solid, cast manganese bronze, 22 feet 6 inches in 
diameter by 17 feet 4 inches pitch, with a finished weight of 66,930 pounds. 

Her 2 boilers are Combustion Engineering, Inc.’s, bent-tube units operating at 
600 pounds working pressure, and each fitted with 3 Todd D—-16 forced-draft 
insulated air registers. Burners are Todd mechanical atomizing hex-press type, 
et 











Two GRACE LINER PLANS PAss MA 


e Federal Maritime Board has approved contract plans of the Grace Line 
the construction of 2 20-knot, 300-passenger combination vessels of the most 
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modern, advanced design, it was announced recently by Louis S. Rothschild, 
Maritime Administrator, United States Department of Commerce 

The Federal Maritime Board reserved the right to modify the contract plans 
and specifications as may be necessary by future developments. 

The Office of Ship Construction and Repair of the Maritime Administration 
will submit the plans and specifications of the proposed vessels to the Depart- 
ment of the Navy for approval and/or suggestions for any changes which the 
Navy may deem necessary for economical and speedy conversion of the ships 
into military auxiliaries of the United States or for use by the Government 
in time of war or national emergency. 

The new vessels to be constructed will replace the steamship Santa Rosa and 
the steamship Santa Paula, both of which are now over 20 years old and are 
being operated by Grace Line under operating-differential subsidy on essential 
foreign trade route No. 4, between United States North Atlantic ports and ports 
in the Netherlands West Indies, Venezuela, and north coast of Colombia 
The plans which received the appre | the Federal Maritime Board eall 
for ships having the following commercial design characteristics: Length overall, 





578 feet 8 inches: beam, S3 feet: deadweight (approximate), 8,100 tons gross 
ipproximate), 15,000 toms: ser e speed, full-load displaceme ”*” knots: 
cruising radius 13.200 iles: dry-cargo bale, 2O2.SO00 uhbic feet efrigerated 
cargo, 78,600 eubie feet: 7 sengers, 300 
STASSEN To Divi FOA Contracts FoR INDIA RaAtLROAD EVENtLy WDETWE! 
UNI D STA FOorEI BIDDERS 
W ASHINGTON Foreign Aid Chief Harold 1 Stassen decided Fri to split 
about 50-50 between American and foreign bidders contracts for an estimated 


$27 million worth of railroad equipment for Indi: 

Stassen told a news conference that several companies in the United States 
and several companies in foreign nations might participate in the contracts. 

Although foreigners have entered the lowest bids, Stassen said this appeared 
to be the best way of handling the delicate problem of awarding the contracts 

He emphasized that the United States railroad, locomotive, and car-manu 
facturing industry is one of those especially hard hit in the United States. He 
said that this distress problem was a key factor in the decision to split the 
contract rather than award it all to the low foreign bidders 








Stassen said his decision to split up the work will raise the original estimated 
cost of about $20 million by about $7 million 

The contract involves 100 steam locomotives and an « mated 5,000 freigl 
cars to be supplied India under the foreign-aid prograin 

There has been heavy pressure on Stassen not to award the contracts ov eus, 
but instead to give the work to American builders who are having a hard e 


finding contracts, 


Hete OuR Own 


protest and by resolution, metal trades delegates to the forthco1 ing Amer- 
Federation of Labor convention in Los Angeles sharply rebuked the Fed 
Government for discriminating against American shipbuilders in favor of 
European shipyards, 





Washington is “spending $237 million for construction of small vessels in 
European shipyards while American—particularly California’s—shipbuilding 
industry is in a distressed condition,” said the metal-trades unit 

This makes no sense to any American, no matter in what occupation, 

What does make sense is the metal-trades resolution Washington allot 
sufficient building to American shipyards to mai ate employment in 
that industry. 

It is notorious that California shipyards, vasily expanded to supply sl 
during World War II, are now begging for the business their own Gover ent 
is diverting to foreign bnilders 

\ rightful share of that $237 million could mark the difference between closi 

p shop and surviving 

It would also further preparedness in a vital industry of defense in view of 
the critical uncertainty of international events in the Pacific area 

On all counts the metal-trades union is right. Its protest deserves respect and 
recognition by the national administration. 
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Article f Marir Progress, August 1954 


Wortp’s LARGES MoniLe Evectrric | VER PLANT 


The world’s largest mobile electric generating plant, the 6,000-ton, 34,500 kilo- 
watt )/’?—/0, began trial operation in July at the Gibbs Corp. shipyard, Jack 
son f I'l; Converted by Gibbs for the Navy's Bureau of Yards and Docks 
fror e CI-M-AVI dry-cargo vessel Coastal Racer, the floating powerhouse was 
dedicated July 2 at the Gibbs vard by Rear Adm. John R. Pe rry, CHC, United 
State Navy, famed as wartime organizer of the Seabees and now chief of 
Budo Gibbs designed and carried t the extensive hull and structure altera 
tion Reynolds, Smith & Hills, Jacksonville engineers, designed the oil-fired 
steam turbine electric generating Plant Miller Electric Co., also of Jackson 


ville, carried out the electrical installation. Cost of the project was $5,800,000— 

t million less, according to the designers, than a permanent installation of 
equal capacity ashore. The YF P-10 can supply the electrical requirements of 
major naval installations, or of a city of 100,000 population. The plant could 
be used as a main power source, permanently moored, or to supplement the, 
existing supply where industrial, naval or military demands overtaxed the 


normal facilities. The hull is 338 feet long, 50 feet in beam, and draws 21 feet 
loaded. As a Navy powerplant, she will carry a crew of 35 to 40 men, although 
in Civilian use such a unit would have a much smaller operating staff. 

Article by Carter Hender 1, staff reporter of the Wall Street Journal] 


luge TANKERS CHANGE MAKEUP OF WorRLD’s FLEET oF Or~ SHIPS 


rHEIR POPULARITY SOARS BECAUSE THEY CARRY MORE FASTER, CHEAPER THAN SMALI 


BOATS 


LONDON This morning, S. S. World Glory—biggest oil tanker ever put into 
into service s knifing through the Red Sea o ts maiden voyage from 
Kuwait's Burgan oilfields on the Persian G 

When it arrives at Gulf Oil Co.’s Philadelphia refinery a little over 2 weeks, 
} ojonyTr 


iis gigantic tanker (as big as the ocean liner Jle de France) will begin pumping 





petroleum from bunkers that ca tow 16.6 million gallons of crude oil—enough 
to heat 10,000 American homes all winter 

The Glory, on a long-term charter to Gulf Oil, can carry as much crude oil 
as three normal-sized tankers. It is one of the latest additions to a fast-growing 
fleet of oil-carrying aristocrats called supertankers i new breed of ship that’s 
revolutionizing the tanker industry by its ability to haul a gallon of crude oil 
half way around the world for no more than the price of a postage stamp. 


As recently as mid-1951, supertankers with cargo-carrying capacities of more 
than 30,000 tons were little more than a gleam in shipbuilders’ eyes. There 
wel just 5 supers afloat, and o1 \ » more under construction 

NINETY-FOUR ARI EING BUILT 


Yet today, in shipyards from Britain’s Vickers-Armstrongs, Ltd., to Japan's 
Mitsubishi Works, accordir o London tanker brokers John I. Jacobs & Co., Ltd., 





whale-like steel skeletons of 94 supers are taking shape or are on order. What's 
more, 40 supers are plying the high seas and another 16 have been launched) 
and a scheduled to enter tive service in the next few months. 


What has brought on this splurge in supertankers? “It’s their ability to cut 
the cost of transporting petroleum from oilfield to refinery by carrying vastly 
bigger cargoes at faster speeds than general-purpose tankers, vet without a 
corresponding increase in operating costs,” says A. S. C. Hulton, manager of 
Shell Tankers, Ltd., here whose 675-tanker fleet is said to be the world’s 
largest 

Sleek oil-carrying leviathans like the World Glory, for example, boast cargo- 
earrying capacities of from 30,000 to more than 47,000 tons, compared with 
only 16,000 tons for a normal-sized T-2, most common type tanker currently 

1 service. Supers also can slice through the sea at from 16 to 19 knots, compared 
h 14 knots. And, these big fellows can dock, pump their 
holds full or free of petroleum and head out to sea again as fast as a T-2 
handling less than half as much cargo. 





with a T—2’s more slug 


or 
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But that is only half the story. Although a super can haul as much crude as 
several T—2’s, its running expenses are nowhere near as high. The World Glory, 
for example, with a crude capacity equal to three T—2’s, needs a crew of only 
62 compared with the 126 men it takes to operate 3 T-2’s. The Glory’s geared 
steam turbines, as another illustration, burn less than 90 tons of bunker C fuel 
oil a day on the Kuwait to Philadelphia run, or considerably less than the 135 
tons consumed by the trio of T—2's the Glory replaces 


A GALLON SHIPPED FOR 3 CENTS 


It’s because of this supertanker superiority in hauling and discharging vastly 
greater quantities of crude oil at higher speeds than an average sized tanker 
without a like boost in operating costs—that enables supers to deliver a gallon 
of petroleum for half the cost of a general-purpose T-2, The World Glory can 
move a gallon of crude oil 8,600 miles from the Persian Gulf to Philadelphia 
for just 8 cents, compared with 7 cents if it traveled via T-2. 

Among the first to spot the potential money-saving virtues of supertankers 
were two Greek shipping tycoons, Stavros Siros Niarchos and Aristotle Socrates 
Onassis. These millionaires, still in their forties, are related by marriage to the 
daughters of another Greek shipping magnate named Stavros Livanos. ‘They 
began hurriedly ordering supers around 1950 when crude oil freight rates were 
soaring toward record heights. 

Since then these two independents, who specialize in building tankers and then 
renting them out (the World Glory is on long-term charter to Gulf through 
Niarchos London, Ltd.), have put 11 supers in service, have recently launched 
8, and have 7 more building—including two 50,000 tonners for Mr. Niarchos—in 
spite of a 3-year-long decline in oil freight rates that has idled tanker shipping 
of 3 million tons capacity. 

Despite the relationship by marriage, there’s no love lost between the Greek 
tycoons. Mr. Niarchos has publicly expressed his disapproval of a recent deal 
whereby Mr. Onassis’ vessels have practically cornered the Saudi Arabian oil 
transport market. Mr. Niarchos, who claims to have a tanker fleet of 100,000 
tons larger than Mr. Onassis’, sides with the big oil companies in opposing the 
Onassis tieup with the Saudi Arabian Government, Mr, Niarchos and Mr. Onassis 
both operate their tankers almost entirely under flags such as those of Liberia, 
Panama, and Great Britain. But Mr. Niarchos recently transferred the super 
tanker World Harmony to Greek registry, the first of the large vessels to fly 
the flag of his native land. 


LONG-RUN DEMAND HEADED UP 


The Niarchos and Onassis tanker syndicates, as well as other operators who 
have ordered supers in a big way, knew full well the swollen freight rates for 
hauling crude brought on by the Korean war couldn’t last forever. But they 
also realized the long-run demand for supers was headed up, not only because 
they can deliver a gallon of oil cheaper than a general-purpose tanker, but also 
because of the great increase in the overseas movement of unrefined petroleum, 
which can be carried most cheaply by supertankers. 

Before World War II, for example, Britain, the biggest importer of oils, and 
the United States, the biggest petroleum consumer, brought in very little crude 
oil from abroad. 

Back in 1938, about 81 percent of the petroleum brought to Britain was in the 
form of refined products like gasoline, while only 19 percent was crude oil. But 
today, thanks to a 5-year-old $500-million oil-refinery expansion program in the 
British Isles, this situation has almost reversed. Britain now imports only 15 
percent of her oil needs as refined products while 85 percent is shipped here 
to be refined, most of it from Middle Eastern fields. 

A like expansion in crude oil imports has been going on in the United States. 
As recently as 1947, for example, a mere 5 percent of America’s raw petroleum 
needs were brought in from the Middle East and South America. Today that 
percentage is doubled. 

Supers shine, of course, in lugging these vast tonnages of raw petroleum over 
thousands of miles on a day-in-and-day-out shuttle service between oilfield and 
refinery. 

T-2’S TO ROUND OUT THE FLEET 


It seems probable that supers will be used only to carry crude oil, hauling an 
oil company’s basic needs, with T-2’s rounding out the fleet. The number of 
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these smaller and less economical T-2’s can then be increased or decreased to 
meet the company’s fluctuating crude oil requirements without disturbing the 
shuttling supertankers, 

The giant tankers are kept to such a tight schedule that the crew has little 
time in port. As a result, supertanker seamen have the swankiest shipboard 
accommodations of any vessels afloat. The captain of the 45,000-ton Tina Onassis 

nd his wife, who sails with him, for example, live in a three-room seagoing 
penthouse paneled in natural woods and furnished with pastel-colored modern 
furniture and a grand piano. These quarters are four times as large and vastly 
more luxurious than the most expensive ($450 a day in season) suite on the 
VYucen Elizabeth ai 

Although supers are definitely here to stay, there’s no danger they'll sweep 
he normal-sized tanker from the seas These big fellows just aren’t flexible 
enough. Supers, for example, are limited by the number of ports that can accom- 

odate their vast bulks. Although many ports in the United States, like New 
York, Boston, and Norfolk, can berth supertankers, quite a few are too small. 
But “a good number of these will probably start deepening programs when the) 
see the traffic they’re losing because they can’t handie supertankers,” says Dal 


Kroeger, London official with the American Bureau of Shipping. 


Drydocks are another supertanker headache. Only about half a dozen com- 
mercial drydocks in the United States and none in South America or the Middle 
East can take a super of 30,000 tons capacity or above. 


Mr. Gauiacuer. I have several clippings, Mr. Chairman, I would 
like to leave with you which describe some of the tankers that have 
been built, the power ship that is built in Jacksonville, and the com- 
ment with respect to the building of locomotives and cars. 

I thank you very much. 

Mr. Auten. The various matters may be included in the record 
at the appropriate place. 

Mr. Suectey. 1 want to say that I am very happy to inform Mr. 
Gallagher and the people here that the money for the pipe shop at 
the San Francisco Naval Shipyard, which had been knocked out by 
the Appropriations Committee, by the activity of the 3 gentlemen you 
see here and the 2 men on the Senate side is now restored and is in, 
and the pipe shop will be under construction. 

As to the $25 million that Admiral Carney mentioned, that is some- 
thing new to me, because we had been advised heretofore by the 
Bureau of Ships and the gentlemen in charge there that very little, 
if any, additional expenditure of funds would be required to make 
the large dock at Hunter’s Point ready and able to handle a Forresta/- 
type carrier, and I am just a little astounded at this new roadblock 
that is thrown in the way. 

Mr. Gatitacner. Well, that was published in our local press. 

Mr. Mariurarp. Mr. Gallagher, you don’t happen to know whether 
Admiral Carney said that in an interview? I was up there listening 
to the formal speech and I didn’t hear anything. And those who are 
directly charged with the responsibility have told Mr. Shelley or 
myself that either Bremerton or San Francisco Naval Shipyard could 
construct that carrier. I think there was a question ot improvement 
in the marine railway at Bremerton and a couple of minor things 
involved, but as far as the actual facilities concerned. nobody ever 
questioned those. 

Mr. Suevitey. We were told that for less than $314 million both 
yards could be put in shape to handle a Forrestal carrier by the men 
in charge of that program. ; 

Mr. Mamurarp. There is something rather strange about this appar 
ently off-the-cuff remark. 







| 
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Mr. Gatiacuer. Well, I think he m: ade the remark that if another 
was to be built that they would consider San Francisco. 

Mr. Atten. Thank you very much, Mr. Gallagher. We appreciate 
the statement and the thought which has gone into its preparation. 

Mr. Fuller, that concludes the list of witnesses. If you have other 
Witnesses, we would be glad to hear them, or if you would like to 
conclude with some remark we would be ple ased to hear you again. 

Mr. Funier. I would like to take just 1 minute and first say a public 
thank you for the purpose of the record to Doug MacMullen, who is 
eclitor, west coast editor of Marine Engineering and Shipping Review, 
and who made arrangements for the program which I think has gone 
off quite smoothly so far. 

Secondly, I would like to recapitulate just briefly what seems to me 
the high point of what was said here, and that is here is a variety of 
men with a variety of interests in a common problem, certainly, but 
nevertheless with a variety of interests. Each and every one of them 

agrees, and I am sure you agree, too, that there is no question as to the 
import: uce of maintaining the facilities in our shipyards, or as to 
maintaining the skilled labor force. 

[ think that the most important statement that was made today 
is that those facilities can be maintained and that force may be kept if 
we could have a continuity in the shipbuilding program. Given con- 
tinuity, we could compete within the 6 percent differential. We do 
have the facilities, we do have the know-how, we do have the craft 
skills, and, in fact, we are extremely proud of the quality work that 
is put out by the shipyards in this area. 

In other words, if we are given the opportunity, we know that the 
job ¢ an be done. 

And lastly, I would like to say that what has gone on so far repre- 
sents testimony which w: as coordinated through the Shipbuilding C om- 
mittee and perhaps does not represent the entire testimony to be given, 
and I hope it would not represent the entire testimony to be given 
because this is a problem of tremendous importance to San Francisco 
and the bay area and it is a problem in which every citizen should 
interest himself, and I think one of the oreat values of your visit here 
will be to arouse that interest, Mr. Chairman, and your associates, and 
I hope that will be the case. 

And lastly, I would like to say again our sincere thanks for giving 
us the opportunity to testify. 

Mr. Atten. Thank you, Mr. Fuller. 

May I, on behalf of Chairman Tollefson and the rest of the com- 
mittee, tender our thanks to those here who have cooperated in making 
the arrangements, particularly to you and your committee for pre- 
senting to us such a well-balanced group of witnesses and set of 
testimony. 

The committee will adjourn presently and will start off tomorrow 
morning at 9 o’clock from the St. Francis Hotel for a similar inspec- 
tion and set of hearings on the other side of the bay. 

The committee will recess. 

(Thereupon, at 5:35 p. MN... Wednesday, October 6. 1 19! 54. he sub- 
committee adjourned. ) 
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THURSDAY, OCTOBER 7, 1954 


Hovust or REPRESENTATIVES, 

SPECIAL SUBCOMMITTEE ON Pactric Coast MartrimMe MArrers 

OF THE COMMITTEE ON Mercuant MARINE AND FISHERIES, 
° Oakland, Calif. 

The subcommittee met, pursuant to call, at 2:30 p. m., chambers of 
the board of supervisors, Alameda County courthouse, Hon. John J. 
Allen, Jr., presiding. 

Present: Messrs. Shelley, Mailliard, and Norblad. 

Also present: Hon. George P. Miller, Member of Congress from 
Alameda, Eighth Congressional District; Mr. Kendric B. Morrish, 
president, Oakland Chamber of Commerce; and John M. Drewry, 
committee counsel. 

Mr. Auten. The subcommittee will come to order. 

(Acting Chairman Allen opened the hearing with a statement con- 
cerning the purpose of the subcommittee’s visit to west-coast ship- 
building and repair centers and the extent of the activities undertaken 
by the subcommittee in its survey of active and reserve maritime 
facilities. ) 

(Mr. Allen noted the presence of Hon. George P. Miller, Represent- 
ative in Congress from Alameda, Calif., and stated that Mr. Miller was 
sitting with the subcommittee as a guest and would also present. testi- 
mony. ) 

(Mr. Miller, appearing as the first witness, testified concerning the 
Alameda Merchant Marine Academy which was closed down by the 
Maritime Administration in 1953. Mr. Miller pointed out that as the 

‘ result of this action there is now no Federal facility on the west coast 
for the training of merchant marine officers. He expressed his view 
that a decision must be made as promptly as possible either to reacti 
vate the school for use as a Merchant Marine Academy or release its 
valuable property to the State tax rolls.) 

(Chairman Allen announced the intention of the subcommittee to 
visit and inspect the facilities on the next day, October 8, and to give 
the most careful consideration to the views expressed and the points 
raised by Mr. Miller. 

(Norr.—Due to unforeseeable circumstances the verbatim tran- 
script of the hearing was not available for incorporation in the printed 
record. There follow, however, the prepared statements read into 
the record by witnesses appearing before the subcommittee in Oak- 
land.) 
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STATEMENT OF KENDRIC B. MORRISH, PRESIDENT, OAKLAND 
CHAMBER OF COMMERCE 


Mr. Morrisa. Mr. Chairman, and members of the subcommittee, 
Oakland's business life and economic health have been greatly affected 
by the extreme highs and lows of employment characterized by the 

building industries of the Oakland Harbor area. Great bursts of 

pbuilding activities during each of the World Wars and to a lesser 
ee di ng the Korean rearmament program have always been 
followed by sharp cutbacks and extreme low levels of employment in 
peacetime periods 

Over $25 million has been invested in Oakland area shipbuilding 

d vepair facilities, to be utilized at the Nation’s call for national 
lefense, but lying semi-idle during postwar periods. 

e extremes in activities of the shipbuilding indust 
eque tly had a great effect on the local payroll and t 


ry have con- 
he economic 


fle ncome dollars through business, industry, and community 
[t is estimated that the average payroll dollar circulates 

eve mes in an area before leaving it. 
If this be a reasonable assumption, compare the effects of $150 
million plus ship, yard payroll of 1943 on the economy of the East 


Bay a ompared with a $10 million plus payroll for 1953. 

Payroll doll: irs are not the only effect this imports int industry has 
yn the area’s economic life. Local shipbuilding activities have spent 
in excess of $2 million since 1945 on the rehabilitation and mainte- 
nance of their facilities to be re: ady for any emergency. During 1953 
calendar year, nearly ae on were spent in the pure ‘hase of supplies 
nd this being during a year of low employme nt and curt ee 
\ll of these aa” whether for payroll, investment, or purchase 
of supplies, have a direct effect upon Alameda County cial: 

[t is estimated by the United States Chamber of Commerce in a 
recent test study that 100 additional manufacturing jobs in a com- 


munit associated with a $360,000 increase in annual retail sales. 
This figure, when magnified by circulation factor of seven, has a 
ren lous effect on local economic health. 


Although Navy yard emp rloyment has remained relatively st able, 


nstability has marked the a loyment picture for the priv: ate yards 
on the Pacifi : coast and in the Oakland area in particular. This, in 


rn, has had a deleterious effect on the stability of the local economy. 


STATEMENT OF JOSEPH A. MOORE, JR., PRESIDENT, MOORE 
DRYDOCK CO. 


Via ( hairman and pase . my name is Joseph A, Moore, a. 
president of the 00 Drydock Co., which at one period during the 
years 01 World War II] emp loved some 37,000 men and women, and 
since its establishment in 1905, has constructed in excess of a million 
oross tons of ships of various types, ineludi ing submarine tenders, 


a . troop tr ansports, hospit al shi Ips, su — irine-rescue vessels, land- 


ps, tankers, C-—3’s, C-2’s, and othe r types of freighters, as well 
as  teeemaels and barges. In addition our concern has maintained 
in extensive sl Lip-repair operation, : actually ene a repaired ship 


to service every 18 hours during the years of the last World War. 


ee rere 
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However, since the war we have built only a few small vessels and 
the volume of repair work has steadily diminished, although some 
improvement has occurred in the repair situation due to a partial 
liberalization of Navy policy in the distribution of its commercial- 
ship repair work to private yards. Nevertheless, the volume of repair 
work still remains insuflicient to maintain the available facilities and 
labor forces. In the absence of a new construction backlog the con- 
tinuous employment of skilled workmen becomes impossible and they 
are rapidly being lost to the industry and, in some measure, to the 
community. Our own experience reflects the picture prevailing: In 
1952 our paid wages amounted to $8,904,430 and in 1953 the com- 
parative payroll was only $6,103,362, a reduction approaching the 
$3 million mark. This is the figure for one concern only : Add together 
the reductions of all concerns thus affected and the terrific adverse 
effect upon community life becomes apparent. 

The great shipbuilding records established during World War II 
were made because the nucleus of a skilled labor force was available 
at the outset, but this condition will not again prevail if the present 
trend continues. On December 7 of 1941 we already had approxi- 
mately 3,000 top-grade men at work building long-range-type vessels. 
They were the base upon which we built the huge force which even- 
tually we depended upon for the enormous production of ships which 
followed, and, too, they largely were the men drawn upon to staff the 
new yards later built in this area. Even more important for us to 
remember is the possibility that we may lack time next time to develop 
and train inexperienced men. When jobs of fairly long duration are 
available good competent men will again be attracted to the yards and 
new labor supplies will be developed. 

For the first time since the war ended the outlook for the yards has 
somewhat improved due to congressional action indicating an appre- 
ciation of the necessity for the preservation of private shipyards and 
labor forces; the roster of bills passed in the 2d session of the 83d 
Congress, which pene affect the shipbuilding and ship-repairing 
industry, either directly or indirectly, is most significant and helpful, 
but in this respect our sabiieail economy and national security may 
only be preserved by a congressional policy which will continuously 
stimulate and maintain our maritime position; it cannot be accom- 
plished by intermittent effort. Obviously, even with this favorable 
legislation, very little actual new construction can reach the vards 
for some time since the preliminary work involved requires develop- 
ment, and, therefore, the employment situation will continue to grow 
progressively worse before it improves. ‘Thus time will be lost a 
the attempt to again assemble skilled men who may be induced t 
return, and to train inexperienced men to replace those now detinite ly 
lost. That’s a very serious situation but it must be faced, and so we 
should devise a long-range program to assure eed of construc- 
tion work after the presently authorized work is begun. ‘This pro- 
goin would be consistent with the recommendation made last spring 
by the Under Secretary of Commerce for Transportation and the 
Maritime Administrator, that we require— 

A construction program of 60 oceangoing ships a year to maintain our ship 
building industry at sufficient strength to provide a nucleus of shipyard man- 
power capable of expansion to meet estimated mobilization requirements 
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The Pacific coast facilities for shipbuilding and repairing are 
largely concentrated at San Francisco, Los Angeles, Portland, and 
Seattle, but only a small part of the considerable number of building 
ways, piers, drydocks, and other facilities once continuously in use in 
these areas are being _ today. Some building ways are available 
in coast private yards, but in view of the prospects it has not been the 
part of wisdom to maintain unused facilities. Lack of building oppor- 
tunities has caused a state of disrepair which will occasion considerable 
expense to correct. Federal Government departments are maintain- 
ing several facilities on a standby basis, but for the most part such 
facilities would be primarily used for new construction. The rule of 
minimum preservation has prevailed and with the exception of five 
building basins and a few concrete building ways these facilities have 
deteriorated, it is believed, to the extent that their rehabilitation would 
necessitate very considerable expenditure. 

During World War II the cost of building certain types of vessels 
was less for the Pacfiie coast than for eastern yards and under similar 
conditions it is not believed that man-hours on this coast would exceed 
those of eastern yards. But it must be remembered that east coast and 
culf coast labor rates favor those areas and, also, that a considerable 
difference in material costs is occasioned by the freight charges to the 
Pacific coast. Those costs are the price which must and should be paid 
for the benefit of wider construction distribution in the interest of 
national security. If the national economy is effectively and continu- 
ously preserved we shall have gone a long way toward creating con- 
ditions essential to national security. That fact was definitely recog- 
nized by both the Merchant Marine and the Ship Sales Acts and in 
1946 Congress found no necessity to change the national policy rating 
the national economy as the primary justification for a merchant 
marine. 

The right of all a ‘ss, large and small, to live and prosper is 
properly recognized, but no business should prosper at the expense 
of another through improper consideration. The private shipyards 
are frequently at a disadvantage due to the policy of certain Govern- 
ment departments of inviting split bids in connection with the per- 
formance of work on their ships; that is, the separation of the specifica- 
tion into 2 or more divisions, 1 covering the dock work and the others 
embracing the so-called topside work. No doubt this policy is based 
upon the thought that it results in lower overall costs, but that this 
objective is not accomplished is apparent from the fact that private 
ee do not follow this practice. When consideration is given 
to the matter of additional layup time, involving loss of use of a vessel 
together with its daily cost and the movement of the ship from one 
location to another, plus divided responsibility, private operators evi- 
dently are convince .d that ec onomy and efficiency result from the accom- 
plishment of all work at the same time under a single bid. Private 
yards, with their drydocks and other extensive facilities cannot be 
mi Lint? ained by the performance of drydock work only since rates for 
the docks are based upon the expectation that the yard will be awarded 
the other work, and unless this practice prevails the continued avail- 

obility of a yard for purposes of national security is quite uncertain. 
It is ‘obvi ious then that Government necessities in respect either to 
economy or security are really not served by the split-bid policy. 
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That completes my statement, gentlemen. I appreciate the oppor- 
tunity to discuss these matters with you and I hope that my comments 
may be helpful in your deliberations. 


STATEMENT OF HON. CLIFFORD E. RISHELL, MAYOR, CITY OF 
OAKLAND 


Gentlemen, I deeply regret that a prior civic engagement has called 
me out of town at a time when I would have liked to have personally 
given testimony before your honorable body. Our vice mayor, Mr. 
Fred Maggiora, appears in behalf of the city of Oakland. Will you 
please, therefore, acc ept this letter as my official expression as mayor 
of the city of Oakland, as to the extreme importance the reviv: al of 
the shipbuilding industry means to this community. 

Shipbuilding and boat repair have played an important role in the 
economic growth and development of the metropolitan Oakland area 
ever since 1909, when the first large shipyard was established on 
Oakland Harbor by the Moore Shipbuilding Co. 

Feeling quite certain that information already available to the com- 
mittee as well as other material, which undoubtedly will be filed during 
the current hearings, will document in a fairly detailed fashion the 
statistics and history of the shipbuilding industry of the Oakland 
metropolitan area, I did not wish to further burden the committee with 
their repetition here except to mention that shipyards in this area from 
a wartime peak of 55 ,000 skilled and semiskilled wage earners in the 
industry were in 1953 employing only approximately 3,000 workers. 
This is a far from suffic ient number of employed skilled craftsmen 
to support the local shipbuilding industry and provide the trained 
nucleus of craftsmen in Oakland’s industrial economy to again answer 
the call for national defense should such a call come. 

Recently it was my honor and oe to be appointed by Presi- 
dent Eisenhower as a member of the National Civil Defense Advisory 
Council, and both because of this and because of my long-standing 
interest in our civil-defense problems locally I have become acutely 
conscious of the vital necessity for keeping our Nation and our essen- 
tial industries strong and progressive. I am certain that you gentle- 
men even more than I are aware of the direct relationship of the 
shipbuilding and entire maritime industry to our economy and our 
strength. 

I trust our plea for adequate revitalization of the Pacific coast ship- 
building industry will be supported by your committee in early con- 
gressional action, and in closing, I wish to thank and congratulate your 
committee and its entire membership for the vigor and intelligence 
with which it has pursued one of our most significant national as well 
as local problems. Particularly, [ wish to commend Congressmen 
Allen, Maillard, and Shelley of this general area and with whom I 
am personally acquainted for their contribution toward creating jobs 
for skilled men whose knowledge and experience would be so essential 
in the event. of further national emergency. 

Again with thanks for permitting the city of Oakland this oppor- 
tunity to address your honorable body. 

(The foregoing statement was read into the record by Vice Mayor 
Fred Maggiora, who expressed Mayor Rishell’s regret that he was 
unable to attend.) 
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STATEMENT BY JOHN D. REILLY, JR., GENERAL MANAGER, TODD 
SHIPYARDS CORP., SAN FRANCISCO DIVISION 


My hame is John D. Reilly, Z Ds | am general manager of Todd 
Shipyards Corp. (San Francisco division). I appreciate the oppor- 


tunity of appearing before this committee and to contribute to the 
committee’s record and to public information on this vital] subject. 
Todd Shipyards Corp. is now principally engaged in ship repair 
and shi ip con version work. Over the years, however, it has built 
ships of all sizes and types, from ferryboats to aircraft carriers. 
During World War II, the corporation built approximately 1,000 
vessels, including cargo ships, tankers, destroyers, escort carriers, 


LCI’s and other smaller types The repair, conversion, and nonatae 
tion work during this same per iod included the amazing total of 23,456 
ships of more than 40 types in Todd plants on all three coasts of 


the United States. 

We wish to offer you today our views with respect to the ship- 
building and ship repair industry, and particularly with reference 
to the problems which confront us in this area in the operation of our 
shipyard located in Alameda. 

The Alameda plant isa complete, integrated shipyard encompassing 
25 acres. It has 2 drydocks—1 of single-section steel construction 
with a capacity of 16,! 500 tons, capable of handling P 2 type passenger 
vessels and Nay ¥y cruisers, and 1 of wood construction, of 6 sections, 
with a capacity of 11.500 tons. The Alameda yard has 10,150 feet of 
railroad trackage and 3,403 feet of crane trackage. It has 4 piers, 
totaling 1,914 lineal feet, serviced with 5 gantry cranes. A wharf 
1,560 feet long is also equipped with 3 gantry cranes. The yard has 
23 production buildings and shops, covering 162,354 square feet, and 
warehouses covering 80.0I UV square feet. 

As this committee is well aware, much testimony on the maritime 
industry (including shipping, shipbuilding, and ship repairing), since 
World War IT and in particular in the past 3 years, has been given to 
Vi rious committees, as is evidenced by the list in your document en- 

led “Survey, the American Merchant Marine I -olicies aa Problems, 
1954." : refer in particular to that testimony given by Mr. L. R. 
Sanford, of the Shipbuilders Council, to the subcommittee of the Sen- 

te Committee on Interstate and Foreign Commerce on July 14, 1953, 
and to the Subcommittee on Water Transportation on May 19 of this 
year. That testimony describes in detail the general condition and 
problems of the industry. Most all of these conditions and problems 
still exist today. Evidence of this is that many skilled employees 
have left, and are leaving, the industry for steadier work in other 
occupations. 

Our workload, which now averages about 20 percent of our full 
capacity, stems basically from two sources: (1) The private ship 
operators, and (2) various Government agencies. There has been 
and is very little repair work performed on foreign-flag vessels, and 
usually it is of an emergency nature only. 

Given a healthy, strong American merchant marine, we would 
have few, if any, problems. However, due to the fact that such 
does not exist, we must depend upon a substantial share of Government 
ship work if we are to maintain defense reserve facilities in a state of 
readiness in the event of an emergency as provided for in our Navy 
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facilities contract. The Department of Defense has certified this 
plant as essential to national defense. 

The existing laws are clear on the policy regarding support of the 
merchant marine and preservation of mobilization and defense reserve 
facilities. The several Government agencies cencerned with this 
policy have expressed their intentions to administer the workload 
under their cognizance pr ine ipally along the lines of an equits able dis 
tribution of the workload, as was intended by the law. Yet, as we 
observe the situation in this area, the naval establishments, although 
curtailed to some degree since a year ago, still employ a working force 
far beyond any equitable proportion to private shipyards. They still 
perform repair and conversion work on commer fal, auxiliary, and 
service-type vessels which were built in private yards. While we ree 
ognize the necessity of the Navy yards performing work on the larger 
combatant type vessels where only they have the special facilities, 
there are many other types on which they perform work that the 
private yards are preeminently qualified to handle. This is not a 
matter of conjecture but is based upon actual fact in this area. 

Although the shipbuil ng and ship-repair industry is in distress 
throughout the country, we believe that conditions on the Pacific coast 
are worse by comparison than in other sections. Pacifie coast private 
building and repair yards have a rightful and necessary place in our 
Nation’s mobilization pattern. Historically this was proved i in World 
War II when 42 percent of total new construction tonnage was built 
on this coast. Today this is reaffirmed by the Navy itself, which has 
t of its 10 continental yards on the Pacific coast. Simik rly, in man 
power the Navy keeps alive an approximate 60-40 ratio east to west. 
iD or example, from figures available as of June 30, 1954, from United 
States De ‘partment of Labor data, N: avy yards the n Se loved 39,900 
people on the Pacific coast on building and repairs—or about 37.5 per 
cent of employment in all Navy yards. 

This rightful place has not been achieved by the remaining Pacific 
coast private mobilization yards. ‘The total employment as of June 
30, 1954, in all private ship and boat yards on the Pacific coast was 
12,500 peop yle—about 16 percent of the national priv: ate yi ard total, 
and less than rea of the Pacific coast Navy yard employment. 

The trend is, in fact, away from this rightful place. This is borne 
out by solaipaielaoil of manpower figures of June 1953 and June 1954, 
as follows: 

Total employment Navy yards: All coasts 12.9 percent less in 1954 
Total employment private yards: All coasts 20 percent less in 1954 
Pacific coast employment Navy yards: 11.5 percent less in 1954 
Pacific coast employment private yards: 22.4 percent less in 1954 

These percentage figures vividly demonstrate the plight of our in 
dustry, which as a service industry functions only in direct proportion 
to the available ships. 

We rec ‘ognize that, de spending upon conditions at the time, costs do 
differ to varying degrees between coasts. The Merchant Marine Act 
of 1936 recognized this fact, and by including an allowable differential 
sought to distribute the work between the east and west coasts. How 
ever, the 6 percent specifically mentioned may or may not represent 
the true differential which may exist at any particular time. ‘There 
fore, in leu of any complicated formula for determining differen 
tials—which formula naturally could not take into account skills, 
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supervision, production efficiency and techniques—we recommend that 
work be allocated on an area basis consistent with the mobilization 
potential of the areas. Basically, we need one shipping, shipbuilding, 
and ship-repair policy, equitably administered in a similar manner by 
every agency concerned. 

We should like to take a moment here to say something about the 
American merchant marine, upon whom we depend for a large share 
of our ship repairs. We recommend most urgently the development 
of a strong American merchant marine, which we believe to be vital 
not only to national security but to maintain and develop domestic 
and foreign commerce of the United States. This encompasses a fast, 
modern fleet of ships of suitable types for the particular trade. 

A factor which would assist in accomplishing this objective would 
be the return to private operators of all nonmilitary transportation 
and cargo now carried by MSTS vessels. 

We believe it should be emphasized to American merchants that they 
should ship via American vessels. Even though present day costs 
may be higher, we definitely believe it will be more economical in the 
long run. At the present time there is excessive competition from 
foreign fleets, the construction of which, to a considerable degree, has 
been financed by the taxpayers of this country. If this financial sup- 
port were directed toward the American merchant marine much could 
be gained. If the American-flag vessels then carried the bulk of for- 
eign commerce our ships would be operating not at a loss but, we trust, 
at a profit that would generate the necessary subsidy refunds and 
taxes needed in the Treasury. The merchant would benefit by having 
good service on the essential routes at reduced rates and would save on 
taxes as the merchant marine would be come more self-supporting. 

In addition, we would have a sound investment in national security, 
as there would exist, in being, an adequate auxiliary to the Navy in 
time of emergency. On the other hand, if foreign fleets are allowed 
to continue to drive our ships out of service, competition will be 
eliminated, rates will go up, and schedules and markets will no longer 
be of our choosing but will be controlled by foreign steampship lines. 
Short-sighted economy and apparent savings at the moment may prove 
to be quite the opposite in the long run. The initial cost will be high 
only because of past neglect, and the longer the delay and neglect, the 
higher the cost. 

There are also some further suggestions which we would like to 
present to this subcommittee, which we feel will not only be beneficial 
to the industry but should lower the taxpayers’ burden. 

The first of these concerns the contracts now existing in the industry 
which govern the repair of vessels owned or operated by the Govern- 
ment agencies. They are contracts which have been forced upon the 
industry in spite of the many objections of the m: jority of the ship- 
yards. They are contracts which would never be accepted between 
two private parties. They impose terms which are a great hardship 
to the contractor and place on him burdens and risks which he should 
not be required to assume. Quite often penalty risks associated with 
performance time and the furnishing of certain services far exceed the 
actual price of accomplishing the work itself. 

In fact, these contracts are essentially “penalty” contracts, in that 
they provide adequate protection for the Government but little or 
no real protection for the contractor. Private shipyards have no al- 
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ternative and are forced to perform work under these contracts in an 
atmosphere of continual self-defense rather than in the spirit of 
mutual assistance and respect, which should be the foundation for 
the administration of any contract between two parties. 

In addition to the arbitrary and inequitable terms of these con- 
tracts, harmful administrative practices often have been used in 
procurements. One of the most unfair practices, and one which under- 
mines the integrity of public bidding, is that of rebidding the same 
job, after revealing the initial bid prices, with the intention of in- 
fluencing a lower figure. This allowes new bidders to quote with all 
of the advantages of knowing the original bid figures, and certainly 
is unfair to the original low bidder. It is particularly unfair when 
procurement regulations themselves specify other procedures which 
are equitable to all contractors; namely, to negotiate with the low 
bidder or to enter into a redetermination of price contract. 

Another practice—namely, that of split bids—tends to divert work 
and skilled labor away from the integrated shipyards, which is con- 
trary to one of the major purposes of the mobilization policy—that of 
assisting the preserving the “hard core” of the industry. Here again, 
while short gains may be claimed on the basis of considering only 
the revealed price of the repairs, the total costs to the Government are 
greater than the price for performing the job at one time, in one loca- 
tion, a ause the hidden costs of loss of service time, the moving of the 
vessel, additional inspection, and divided responsibility, are not taken 
into consideration. Proof of this fact is that private ship operators do 
not follow this practice. If there were any real money savings of any 
sort to be made, certainly the private operators, who now operate 
many of their ships at a loss, would be the first to recognize and 
utilize them. 

This statement is in no way meant to be critical of, or detrimental 
to, the established small ship-repair contractors, as they too have 
every right to perform their function within the industry. 

At this point it should be mentioned that the large integrated yards, 
as well as the small repair contractors, continue to feel the adverse 
effects of the MSTS operated maintenance and repair shop. There 
is no function performed by this shop which could not be performed 
by any and all of the ship-repair plants in the bay area. Therefore, 
we believe it serves no useful purpose and should be discounted and 
the work included in the particular voyage repair specifications being 
offered to private yards. 

We wish to urge this committee to support the emergency program 
for repairs to reserve ships to a degree to include all of these vessels 
which are useful to the overall mobilization program. We feel that 
the sums presently appropriated will not accomplish the basic purpose 
of this program. 

In conclusion, I would like to take this opportunity to thank the 
Congressmen here present and their committee colleagues for their 
efforts in behalf of the maritime industry in the last session of Con- 
gress. While many obstacles were encountered which somewhat cur- 
tailed the program, nevertheless the initial inertia was overcome, 
which is much more than has been accomplished in former sessions 
and makes us much more optimistic about future legislation. I wish 
to thank you gentlemen for the opportunity of appearing before you 
today. 
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STATEMENT OF HAROLD G. LORENTZEN, OAKLAND CHAMBER 
OF COMMERCE 


My name is Harold Lorentzen, and I am a director of the Oakland 
Chamber of Commerce. Ire present the vendors that are specializing 
in the numerous items that go into marine sales and subcontracting. 
The commodities that I am most familiar with are deck cover Ings, re- 
frigeration, insulation, both hot and cold, lagging or pipe covering 
and tilework. This type of work comprises about 16 percent of the 
overall costs in construction of a new vessel, yet On repair work, they 
are items which wear out and need constant replacement to keep it 
vessel in efficient operation. 

I am sure it would be repetitious to discuss the problems we have in 
regards to our investment in inventories which do not move fast 
enough for a profitable operation; and the expense in maintaining 
skilled staffs to handle these specialized items, because of the lack of 
volume due to the present low ebb of repair work and new construction 
in this vicinity. 

I would, however, like to call to your attention the service that we 
in the industry are capable of performing. We maintain skilled staffs 
of salesmen, st irvey men, estimator s, and skilled mechanics that are on 
1 24-hour basis. This round-the-clock service is necessary to expedite 
the time required to take care of a repair job; as you unquestionably 
know, a ship being repaired is in a nonproductive capacity. This is ar 
expensive item during peacetime, and can cost lives during wartime. 
In most of the crafts that I represent, it requires 3 years of appren 
ticeship for a man to become a journeyman. I am sure that in case 
of a conflict, our enemies will not hold still for this training period, 
or for a period of time for inventories to be replenished to a level 
that would be mina to take care of the increase in maintenance, 
repair, and new construction that is so direly needed to put our navies 
and maritime fleet in a fighting condition. 

We all know the conscientious effort that has been displayed by the 
committee that is present to obtain a steady flow of work in the West 
coast yards. This inspiration has kept numerous people employed, 
and inventories up, on the anticipation that something would be done 
in regards to the shipbuil ling industry on the west coast. Ilowever, 
unless something is done in the immediate future, it would appear to 
be impossible for the small-business man engaged in marine activities 
to keep his doors open because of the continuous red figures that show 
in his balance sheet. 

I call this to your attention, not only from the standpoint of sound 
business, but also from the standpoint of maintaining competitive 
merchant vessels, as well as the fighting men at sea. 


STATEMENT OF E. E. JACKSON, PRESIDENT, ALAMEDA COUNTY 
INDUSTRIES, INC., OAKLAND, CALIF. 


Mr. Chairman and members of this honorable subcommittee: 

We are keenly appreciative of the diligent effort you have put forth 
in developing a clear picture of facts about the shipbuilding industry in 
the west coast area and wish to express our thanks for your capable 
services. 
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The shipbuilding industry is an important key to our national 
defense picture and the Pacific Coast area isa vital segment considering 
the great exposure of our Nation in the whole Pacific Area. 

It is important to our national welfare that we have a healthful 
economy in this area. Reactivation of the shipbuilding industry will 
contribute substanti: ally to maintaining healthful economy by 

Preservation of existing facilities which are already equipped 
carry out a substantial building or repair program. 

Maintenance of a skilled pool of craftsmen who are well trained to 
the required standards of shipbuilding production. These include 
technicians in the various crafts, engineers, draftsmen, and related 

administrative pe ‘rsonnel that could be relied upon to prov ide a back 
bone for substantial expansion as needs may occur. 

Shipbuilding would act as a stimulus of aes industries that have 

ubstantial investment in machinery, equipment, and other capital 
outlay. It would employ many of the skilled craftsmen that are still 
nthe area. Already too many of these craftsmen who were highly 
trained in the shipbuil ling indus try have returned to other areas and, 
unless means are pursued to keep them gain fully emploved here, we 
would lose the advantage of their skill and training. 

We urgently request that this committee pursue all actions that will 

ring the fullest possible reactivation of the shipbuilding industry on 
the west coast and that you will continue to function as a committee 
until this end is accomplished. 

Thank you. 

|The foregoing statement was read into the record by Mr. Arthur 

Armstrong, on behalf of Mr. Jackson who was unable to be present. | 


SUMMARY STATEMENT OF FRANK E. FELIZ, SECRETARY- 
MANAGER, NORTHERN CALIFORNIA PORTS & TERMINALS BU- 
REAU, INC. 


(Members of the Northern California Ports & Terminals Bureau, 
Inc.: Port of San Francisco, port of Oakland, port of Stockton, En- 
cinal Terminals, Parr-Richmond Terminal Co... Howard Terminal, 
saci aes Yolo Port District.) 

Mr. airman and members of the subcommittee, the Northern 

‘alk deeni Ports & Terminals Bureau, Inc., is a nonprofit corpora- 
tion. the first of its type in California to be approved by the legislature. 

‘he bureau was established in February 1954 to foster the development 
of worldwide commerce and to advance and protect the harbor’s posi 
tion in domestic and world trade. 

‘The Bureau re prese nts the combined interests of the public ports and 
terminals of the San Francisco-Oakland Bay region, including the 
inland deepwater port of Stockton and the Sacramento-Yolo Port 
District. 

The bureau’s board of directors extend their greetings and com- 
mendation to this committee of the Congress for its cooperation in 
scheduling hearings in the bay region. 

The bureau, as an industry group, represents the overall harbor inter 
ests and wishes to submit a brief summary of its prepared statement 
which will be presented to the committee within the next few days for 
nelusion in its records and report to the Congress. 
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This bureau is the progressive outgrowth of a series of studies and 
action on harbor problems taken by the California State senate fact- 
finding committee on port development, headed by the late Senator 
Jesse Mayo and cochairmanned by the Honorable Arthur H. Breed, 
Jrv., of Alameda County. Their findings led to the establishment of 
the San Francisco bay ports commission appointed by then Gov. Earl 
Warren. That commission, cochairmanned by John E. Cushing, pres- 
ident of Oceanic Steamship Co., recommended establishment of the 
Northern California Ports and Terminals Bureau, to be sponsored by 
joint agreement of the ports and terminals of the northern California 
region with authorization by the legislature. 

I. Briefly, this is the presentation of the ports, terminals, and mari- 
time industry as represented by the bureau, which also includes the 
ports of San Francisco, Oakland, and Stockton; the Encinal, Parr- 
Richmond and Howard terminals, and Sacramento- Yolo Port District. 
The views of the bureau sponors are substantially in accord with those 
organizations expressing a desire for an equitab le allocation of the na- 
tional shipbuilding and repair program in this harbor region. 

San Francisco Bay has been one of the great world seaports and 
centers of global trade for the past 100 years. This trade looks to a 
substantial share of its cargo movements in the holds of American-flag 
vessels. 

However, the quota of United States cargoes carried in American- 
flag vessels has been consistently decreasing: In 1946, United States 
ships earried 65 percent of the United States foreign trade tonnage 
of 102.8 million tons. In 1951, United States ships carried one-third 
less, or only 42 percent of the increased United States cargo volume 
of 166.5 million tons. 

With all due respect to the ocean-trade movements of foreign-flag 
vessels, there is a continuing and permanent need for adequate con- 
sideration of an American merchant marine in peacetime trade. The 
record of past years shows lack of forethought attendant upon pro- 
vision of an adequate bridge of ships for full-fledged supply opera- 
tions in global way, while peacetime provisions for a merchant marine 
are often inadequate. 

It is the considered view of the Bureau that the Congress and other 
Federal agencies consider the approval of a comprehensive survey by 
the Hoover Commission of the policies, the current and future pro- 
gram, the facilities and services, and other related factors pertaining 
to the present shipbuilding and repair program of the Government. 

Such a survey should give proper consideration to the equitable 
balance between maintenance and future operation of private and 
federally owned and operated shipyard facilities, and should designate 

permanent, long-range program on all coastal seaboards. 

It should be of interest to compare the policies of similar programs 
related to construction and repairs of aircraft and naval vessels which 
are to be called upon in case of emergency. 

The commerce of a harbor region serving upwards of 5 million 
people cannot be measured in simple terms of ship tonnage and cargo 
volume. The Corps of Engineers reports that more than 514 million 
tons of general cargo shared in an overall bay region harbor move- 
ment in excess of 40 million tons in 1953. This represents tonnage 
carried by more than 5,400 ships moving through the Golden Gate 
on an annual basis of nearly 500 per month. In terms of foreign 
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cargo, however, the American-flag ships have been carrying a de 
creasing share of tonnage since their portion of the overall shipping 
tonnage has been moving down in volume. 

With due respect for foreign-flag shipping, this harbor region urges 
the attention of Congress to the lack of a constructive, continuing 
and permanent program of stabilized American-flag ship operations. 

The bureau desires to be on record in support of any and all meas- 
ures which will establish and maintain a supporting apportionment 
of construction and repair contracts to the commercial shipyards of 
the harbor region. It seems inequitable, asa matter of Federal policy, 
that Government yards should be maintained to near optimum ca 
pacity, while the facilities, services, labor skills, and work force of 
the privately operated yards should be permitted to decline or disperse 
to the loss of the national economy, and equally important, to the 
detriment of the Nation’s defense. 

II. The second major point to be presented before your committee 
is a recurrent Federal policy which serves to retard the maintenance 
and progress of the public ports and private terminals of the Nation, 
and, in this case, the cargo-handling facilities of the bay region. 

In testimonial statements presented befoi: the Armed Services 
Committee of the Senate Appropriation Committee in Washington, 
D. C., the ports and terminals of this harbor region, as now repre- 
sented by this bureau, presented evidence in opposition to the Federal 
policies of diverting cargoes through military facilities established 
and operated for wartime usage. 

Evidence was presented that Army and Navy officials recognized 
the need, and exercised the need, for maximum usage of all publie 
and private port and terminal commercial facilities in time of war 
and emergency. It was also recognized that ports and terminals are 
an integral segment of the overall transportation movement in 
domestic and foreign cargoes moving to and from world points of 
shipment and consignment. 

The urgency of a Federal policy for maintenance and _ stability 
of a continuing shipbuilding and repair program geared to peace- 
time and emergency situations is equally compatible with the corol- 
lary assignment of such ships; that they serve the public and private 
interests of the United States in the carriage of cargoes to and 
from world markets. 

The NCPT herewith recommends to this committee of the Con- 
eress that due consideration be given to the traditional and legis- 
lative rights of the public and private ports and terminals, as well 
as their related public and private shipbuilding and repair facilities. 

The trend toward increased usage of federally owned and operated 
facilities for shipbuilding, ship repair, or transportation of cargoes 
to and from domestic coastal and foreign ports seems definitely 
inimical to and in violation of the principles set forth in the estab- 
lished statutes of the Federal Government and its agencies. It also 
represents an added burden to the Federal Government and to the 
taxpayers. : 

The bureau, representing these ports and terminals, offer its coop- 
eration in any survey proposed to determine the comparative costs 
of Federal versus publie or private terminal handling of commercial 
cargoes. The bureau also requests that a maintaining share of such 
available federally controlled tonnage be given an opportunity to 








274 WEST COAST MARITIME INDUSTRIES SURVEY 


move through the public and private terminals of the San Francisco- 
Oakland Harbor region. 

Such a survey may be undertaken by a committee of the Hoover 
Reorganization Commission, at which time the public ports and 
private terminals would be given full opportunity to present their 
cases. Evidence in support of commercial cargo-handing operations 
would reaffirm the established services rendered by public ports and 
private terminals to the regional economy with resultant savings to 
the (,overnment. 

The Bureau would further recommend the enactment of legislation 
based upon these comprehensive fact-finding surveys which would 
underwrite a basic policy standard related to the national economy 
and the national security in order to provide for most efficient use 
of the facilities and services of public and private terminal operators. 

such legislation should designate the differences between security 
and nonsecurity tonnage and would thus differentiate and protect the 
related interests of the Nation’s commercial and military port and 
terminal facilities to serve the Nation’s interests. 

In summary, the Bureau, representing its member ports and ter- 
minals, does strongly urge the establishment and maintenance of 
(1) a continuing program of commercial shipbuilding and repair 
geared to the trade and economy of the bay “urea and the Pacific coast, 
and (2) does, likewise, protest against the continuance of the practices 
of military terminals which serve to divert nonsecurity and commer- 
cial cargoes from proper channels of peacetime operation, thereby 
depriving the Pacific coast and San Francisco Bay ports communities 
of revenues, employment, and related values in normal channels of 
peacetime operation. 


STATEMENT OF HON. JOHN J. SHERIDAN, MAYOR, CITY OF 
RICHMOND, CALIF. 


Gentlemen, the city of Richmond, Calif., is sincerely appreciative 
of the opportunity of appearing before your honorable committee 
today. Presently, there are no active shipyards in the city of Rich- 
mond. At the peak of World War II, there were 4 maritime ship- 
yards building Liberty, troopship, and landing crafts, and employing 
ome 90,000 persons with a payroll peak of $22,900,000 per month. 
\pproximately 750 ships were built in Richmond during the war. 
(;reat technical skill and ingenious mass production methods were 
developed by labor and management, teamed together. The Pacific 
coast showed the Nation and the world then that its shipbuilding 
potential was unequaled. 

Following World War I] three of the shipyards were closed and 
disposed of. ‘The fourth, Maritime Shipyard No. 3, the only perma- 
vent vard, was leased by Kaiser Co. for peacetime ship-repair and 
ship-breaking work, which they received by bidding competitively in 
the open market. With the decrease of the industry’s activity, this 
work was terminated, workers were laid off and the shipyard was 
deactivated and put into mothball storage. 

Thus came to an end the famous Richmond shipbuilding era. But. 
though the vards were closed, the people stayed. The trained crafts- 
men, the marine personnel, the steel expeditors, the foremen, and other 
valuable management personnel secured other peacetime employment. 
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Our city today supports the efforts of our neighboring cities and 
Western States and joins in the request that the Federal Government 
establish a policy of a well-balanced and stabilized shipbuilding 
industry program for the western shipyards 

We submit that such a long-range program would be in the best 
interests of both local and national rovernment, because: 

(1) As part of the national-defense program, it would insure effec 
tive diversification of this vital wartime industry, rather than allow 
ing concentration, as at present. Currently, the Pacific coast is re 
ported to have but 11 percent of the national private-yard employ 
ment and is doing mainly repair work. 

(2) A> stabilized multiple ship program would insure western 
hipvards the opportunity of reducing shipyard costs through the 
ipplication ot mass-production methods. Such a program would al 
low an opportunity for competition to adjust inequities as between 
western and eastern sections of the United States, and as between 
meee States and foreign-made vessels. 

) Locally, increased ¢ shipyard a etivitv would benefit the economy 
an a the welfare of an entire maisineln in trading area surrounding 
the shipyard. Material suppliers, subcontractors, and service indus 
tries would directly benefit, and they in turn would provide jobs for 
hany more. ‘ 

(4) Such a multiple or continuous ship program would retain vital 
skills, provide a ready reservoir of manpower, and would attract 
youthful apprentices into the shipbuilding industry. 

(5) Such a program would keep in effective operating condition 
machinery, plant and equipment which might be needed for possible 
instant service to the Nation. 

We; ap ypreciate the Opparkansts for making this brief presentation. 
We would welcome the opportunity for accompanying members of 
this committee on an inspection tour of our shipy: ard. We wish your 
committee well in making its recommendations on this matter so vital 
to the Nation. 


STATEMENT BY G. TODD BATES, GENERAL MANAGER, RICHMOND 
CHAMBER OF COMMERCE, RICHMOND, CALIF. 


The Richmond Chamber of Commerce joins with other interested 
org nizations of the bay area in inviting your attention to shipyard 
facilities in this vicinity. 

The shipyards presently located in Richmond are modern and up 
to date in every respect, and an excellent job of standby housekeeping 
has been maintained by the Maritime Commission, both with the 
property and the equipment. We believe if the gentlemen of your 
committee can find it possible to inspect this yard, they will have first- 
hand information of the facilities and equipment, and can gain a 
good idea of how quickly and relatively inexpensively this facility 
can be reactivated if necessary. 

We should also like to point out that thousands of skilled and semi- 
skilled former shipyard workers, recruited from other sections of the 
country, have remained in the area. While they are presently follow 
ing other pursuits, many of them are avail: e le for shipyard work, and 
would prefer this type of employment, if it could be offered them in 
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present facilities. However, it is our belief that their former ship- 
yard experience becomes less useful the longer they are away from it, 
and if work of this nature could be provided in the near future it 
would do much to provide a competent labor pool in this specialized 
industry, which would be invaluable in case of emergency. 


STATEMENT BY I. M. BOOTH, GENERAL MANAGER, CONTRA COSTA 
COUNTY DEVELOPMENT ASSOCIATION, MARTINEZ, CALIF. 


The Contra Costa County Development Association, an official 
county agency, respectfully invites your honorable committee to con- 
sider the facilities of the shipyards in Richmond, Calif. 

These yards are modern in every respect and the Maritime Com- 
mission has kept them in excellent standby condition with a vast 
amount of machinery and equipment which could be reactivated 
quickly and inexpensively. 

The Richmond shipyards produced about one-fifth of all Liberty 
ships built during the recent war and to establish this record it was 
necessary to recruit labor from various parts of the country. 

Many of these men and women, skilled in shipbuilding, chose to 
remain in the Bay area, many in the city of Richmond, and although 
they are now following other pursuits, they could be recruited again 
in case of necessity. 

It is our earnest hope that the gentlemen of your committee will be 
able to inspect the facilities of the Richmond shipyard on your present 
visit and we feel that you will be impressed with the excellent manner 
in which the property and equipment has been preserved. We believe 
your inspection of these facilities will convince you that they could 
be readily and economically reactivated when needed. 


STATEMENT OF THOMAS E. HALL, RESIDENT MANAGER OF THE 
CALIFORNIA MANUFACTURERS ASSOCIATION 


My name is Thomas E. Hall. I am northern California resident 
manager of the California Manufacturers Association. 

On behalf of the member manufacturing firms of this association, 
distributed throughout the length and breadth of the State, I wish to 
present the following statement of our position for your records : 

The explosive growth of population on the west coast in recent years 
has made it imperative that our industrial base be broadened and that 
a more balanced economy be established. In support of this conten- 
tion I would like to make three points: 

(1) The tremendous migration of people to the west coast places 
a very heavy responsibility on industrialists to provide essential job 
opportunities. This can only be accomplished by the expansion and 
preservation of existing industries and by the establishment of new 
industry in all logical fields of production; 

(2) The Pacific coast must broaden and develop shipping if United 
States commerce is to adequately service its natural peacetime markets 
in the Orient; 

(3) Activation and expansion of west coast shipyards will revitalize 
markets throughout the West and will contribute materially to west- 
ern economic stability. 
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In addition to the peacetime economic importance of our shipbuild- 
ing industry is the problem of national defense. The west coast and 
Pacific theater have assumed primary importance from this point of 
view, a fact that has been dramatically proven in recent years. It is 
our sincere opinion that western sea defense can be adequately and 
economically secured only by encouraging and expanding the ship- 
yards of the West so as to provide ever-present facilities for mainte- 
nance, repair, and new construction of our merchant and naval vessels. 

For these reasons, gentlemen, the members of the California Manu- 
facturers Association strongly urge favorable consideration of the 
adoption of the policy of placing new construction, maintenance, and 
repair contracts with Pacific coast shipbuilders whenever the shipping 
facilities or services to be performed are logically related to the com- 
merce or defense of the Pacific and the Far East. 


STATEMENT OF CAPT. T. C. CONWELL 


Mr. Chairman, members of the committee, my name is T. C. Con 
well. Iam here today as a citizen of this community and, unofficially, 
as a director of the San Francisco Maritime Museum Association. 

It has been suggested that a brief résumé of a maritime project of 
our association may be of interest to the committee: may, in fact, even 
serve to more clearly illustrate the maritime spirit of the bay area, 
a spirit which continues virile through the pe: aks and valle ‘vs of mari 
time prosperity mentioned by your chairman in his address yester- 
day hoon, 

One need not be a student of naval history to appreciate that this 
great west coast one its Impetus of growth from the vast fleet 
of windjammers of a century ago. From the days of our earliest 
settlers, through ican of the gold rush and down through the days 
of the grain fleets, San Francisco Bay has been a major port for ships 
of sail. At one time over 500 of these ships took their departure in 
| year from our bay, laden with grains for many foreign destinations, 

On June 10, 1887, one of these, the full-rigged ship Bale/utha, ar 
rived in San Francisco with a cargo of coal on her maiden voyage from 
England. For the next few years she maintained her association with 
our port while trading on the sea lanes of the world, finally coming 
under United States registry 50 vears ago with San Francisco as her 
home port. 

After years of service in the fleet of the Alaska Packers Associa 
tion as the Star of Alaska, spending her winters in Alameda, the laws 
of economics overtook her and all of her sister ships. About 25 years 
ago she was sold into a career far alien to her previous service, that 
of the motion picture world, exhibition ship, and various such forms 
of commercialism. It was in this era that she acquired the name 
Pacifie (Jucen. 

In mid- 1954, actually only 90 days ago, she rested on the mud of 
Sausalito Bay, a weathered and dil: apid: ited hulk, the last of her type. 
The owner was most anxious to dispose of the ship and entertained 
an offer to sell the old lady to Canada for conversion into a log barge. 
Our association aspired to save this facsimile of the ships which con- 
tributed so materially in making this coast the place we know today. 
We were, however, without funds to purchase the ship; the restoration 
expense was utterly beyond our capacity. 
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What we lacked in money we had in faith—faith in the maritime 
minded community in which we lived. We raised the purchase price 
by obt uUning endorsers for a note on which we borrowed the required 
funds. We met with the management of three of our shipyards and 
obtained their assurances of assistance in the form of drydocking and 
rigging work: we met with the various shipyard repair crafts, the 
ship fitters, welders, laborers, shipwrights, painters, electricians, 
bollermakers, operating engimeers, and steamfitters, and obtained their 

tance as volunteer workers: we solicited from the marine suppliers 
nt, wire, steel, lumber, and all the many materials required to 
bring a new life to our 68 yeal old veteran of the sea. 


Phe ship now is berthed at Moore’s Alameda plant, the restoration 

( der way. It is a bie job—she is 253 feet long and carried 
000 tons. Each weekend our volunteer shipyard workers, in 

any cases men who have Vo! ced all the week in their regular employ 
Mel t. swarm over the lp) 1 performing their specialities such as 
I} gv, weld noe. hitting. mid s iling. In due course the work will 


be completed and the ship will be moored at pier 45, Fishermen's 
Wharf, San Francisco, and opened to the public as an authentic re 

der of a way of life which was so vital in the early days of ow 
ountry. 

You vel tlemen are studying the shipbu lding and ship repair in- 
dustry of the Pacific coast with an objective known to all of us. Your 
record contains factual data upon which sound decisions may be prem- 
ised. We must assume that from your observations and the informa- 
tion deve loped in your study you v il] he successful in convincing the 
Congress that our national interest is best served by our having our 
own mer hant marine and all the sery ice facilities necessary to main- 
tain it in a “ready” status. 

Our way of life, our very survival over the years ahead, requires a 
realistic appreciation of the necessity of vigorous United States fleets, 
naval and merchant. When any facet of shipbuilding or shiprepair- 
ng is under consideration, I would ask that you recall to mind the 

ivitime spirit of the bay area which, from our deep-rooted heritage 
of ships and shipping, impels us to a joint undertaking to keep life 

the last of our windships, a token of our past, a symbol for the fu- 
ture. In every sense the actions of our maritime facilities, organized 
labor, and maritime suppliers in respect to the restoration of the last 
full rigged ship, the Pacifi (/ueen, 18 a character reference. IL so 
commend them to you. 

(The foregoing statement was presented by Mr. Mario Grossetti, 
Bay Cities Metal Trades Council, on behalf of Captain Conwell, 
vho was unable to be present.) 


SUPPLEMENTARY STATEMENT SUBMITTED BY L. C. FLEMING, 
PACIFIC COAST DIRECTOR, MARITIME ADMINISTRATION, UNITED 
STATES DEPARTMENT OF COMMERCE, OAKLAND, PERTAINING 
TO THE NATIONAL RESERVE SHIPYARDS AND NATIONAL RE- 
SERVE FLEETS MAINTAINED IN CALIFORNIA—Resumed 


In a statement submitted to the subeommittee at Seattle, Wash.. on 
October 1, 1954, basic principles involving the selection of sites for na- 
tional reserve fleets on the west coast was provided the subcommittee. 
Also included in the original statement were facts and narrative ma- 
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terial supporting the necessity of retaining reserve fleets in the na- 
tional interest and for national defense. Similarly information of 
like character was submitted the subcommittee as it relates to the 
designation of certain wartime facilities for retention as national re- 
serve shipyards suitable for immediate reactivation and construction 
of vessels for any emergency. 

In the interest of brevity and to conserve the time of the subcom- 
mittee at this hearing, I am not repeating in this supplementary state- 
ment information of a general type that was included in the prior 
statement made on October 1 at Seattle. It was understood that the 
Seattle statement would apply primarily to the facilities of the Mari 
time Administration located in the Pacific Northwest, and, there- 
fore, this statement will be confined to those facilities and installa- 
tions located in the California area. 

In the search for suitable reserve fleet sites, and in coordination with 
basic policy established by planning committees composed of repre 
sentatives of the milits ary and the Marit:me Administration, it was 
determined that a reserve fleet should be established in the San Fran- 
cisco Bay area, in fresh water, if possible, and sufficiently close for 
economical movement of vessels from the fleet site to port areas for 
rapid reactivation and repair. Careful surveys and soundings were 
taken and a site was selected just north of the mouth of the Sacra- 
mento River some 5 miles above Benicia, Calif., along the bank of the 
river, and adjacent to highway and other transportation facilities. 
This site runs along the river about 4 miles and is located in semi- 
fresh water with sufficient anchorage grounds that can accommodate 
up to 450 vessels. 

I am attaching hereto supporting data and statistics relating to 
the Suisun Bay national reserve fleet, as this fleet is known. At pron nt 
we have 350 vessels in this fleet subject to constant and experienced : 
tention to see that each of the vessels in the fleet are properly preserve ‘ 
and nen for future utilization. All types of vessels are in 

is flee - shown in the breakdown of vessel types provided the sub- 
( Sane e by the Maritime Administration on September 13. We have 
four Mariners also in this fleet that are presently receiving basic preser- 
vation to protect the valuable machinery and equipment located in each 
vessel, 

Che system of preservi ition at the Suisun Bay reserve fleet is identical 
with the system performed at all other fleets as mentioned in my 
statement of Catcher 1, 1954. "We do not have any grain vessels in 
the Suisun Bay reserve fleet. 

It may prove of interest to the subcommittee that as part of the 
overall program, 11 support-type combat vessels will be withdrawn 
from the Suisun Bay reserve fleet during the balance of this fiscal 
year for the purpose of unde rgoing basic machine ry re pairs in con- 
— with the emergency ship repair program rec ently authorized 
by the 83d Congress. “Of the total of 50 vessels to receive emergency 
repair attention during fiscal 1955 throughout the United States, 15 
will be repaired on the west coast, if sufficient funds are available as 
the work progresses. The current allocation proranes for 4 vessels 
to be repaired at Los Angeles Harbor, 7 in the San Francisco Bay 
area, and 2 each in the Columbia River and Puget Sound areas. If 
repair costs are less than the original estimates, then additional ves- 
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sels will be withdrawn for repair within the $12 million appropriation 
allowed by Congress for the current fiscal year. 

From the foregoing it will be seen that to the extent possible within 
appropriation limitations vessels from our reserve fleets on the west 
coast will be utilized to maintain required commercial repair facil- 
ties in each of our primary port areas. In addition, west coast repair 
and construction yards are being requested to bid on several large 
conversion specifications involving Liberty ship conversions and other 
reconstruction jobs contemplated in relation to the disposal of Mariner 
vessels to local steamship companies. 

In the San Francisco Bay area the Maritime Administration is 
maintaining in standby mothball status, two large reserve shipyards, 
both of which can be reactivated for emergency ship construction in 
very short periods of time consistent with the employment of con- 
truction personnel and the availability of construction steel. These 
2 yards are located 1 each at Alameda, Calif., on the Oakland estuary, 
and the other at Richmond, Calif. These yards are identified as the 
Alameda Maritime Reserve Shipyard and the Richmond Maritime 
Reserve Shipyard. The Alameda Shipyard was utilized during World 
War II for the construction of P-2 troop-carrying vessels. The 
Richmond yard was utilized for the construction of various types of 
vessels in relation to the war program. There is attached hereto 
supporting data and statistics relating to each of the two shipyards 
mentioned herein that I am sure will be of immediate interest to the 
committee and serve to supplement the general statement I submitted 
at the hearing in Seattle on October 1 

The plan of preservation and m: 1intenance involved with the upkeep 
in suitable condition of each of the reserve shipyards mentioned herein 
requires continued renewal of exterior building surfaces, or the repair 
thereof, to prudently protect the interests of the Government and the 
investment therein. Difficulty is experienced frequently in obtaining 
sufficient appropriated funds for essential maintenance repairs, and 
I am hopeful that during the inspection of these installations by the 
subcommittee later this week that conditions requiring extraordinary 
attention, not possible with our small maintenance staff, will be espe- 
cially noted, as the basic purpose of the retention of these reserve 
shipyards can be seriously jeopardized if buildings and equipment 
cannot be maintained in suitable condition to meet any emergency. 

By the same token commercial industrial companies interested in 
utilizing our reserve facilities during peacetime periods, will not read- 
ily agree to lease and rental conditions if buildings and equipment 
cannot be certified as being in good condition. I might mention just 
as an example that we recently had difficulty in interesting a large 
industrial concern to leasing our machine shop at the Maritime Rich- 
mond Shipyard by reason of the fact that the roof of this building 
—— renewal before winter sets in, otherwise the machinery in 
the building may be damaged by moisture and other conditions that 
cannot be easily controlled. We have conditions of this character in 
both yards, and budget requests for fiscal year 1956 contain estimates 
and justification for essential maintenance and repair work that should 
be effected as outlined in this statement. 

As an adjunct to the maintenance and operation of the Government- 
owned vessels, and for use in case of immediate reactivation of our 
reserve-fleet vessels, the Maritime Administration maintains a large 
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storage warehouse at Richmond, Calif. An auxiliary warehouse is 
also maintained for emergency purposes in the Vancouver Reserve 
Shipyard, Vancouver, Wash., primarily for servicing operating vessels 
under general-agency contract. The Vancouver installation will 
shortly close as a result of the almost complete cessation of general- 
agency operation on the west coast. 

The materials and equipment stored in the Richmond warehouse 
naturally falls into the category of essential stores, supplies, and equip- 
ment required on merchant « cargo vessels, and consists of all types 
of material from auxiliary machinery and spare parts to navigating 
and office equipment, and from all types of sundries to essential tools, 
including vast quantities of linens and hotel equipment. We have 
established special storage areas for the preservation of materials and 
equipment removed from J/ariner vessels that are laid up in our west 
coast reserve fleets, in order that this equipment will be readily avail- 
able for immediate redelivery to the vessels in case any one of these 
important elements of our national reserve fleets are returned to active 
service. 

I am attaching hereto some supporting data and statistics relating 
to our central warehouse at Richmond that will be of interest to the 
subcommittee and serve to point certain facts that I am sure the sub- 
commitee will desire to examine during their visit to Richmond later 
this week. We havea very serious condition with the Richmond ware- 
house building in that the outside wooden structure is showing very 
serious deterioration because of lack of attention by reason of limita- 
tions on our appropriated funds for the maintenance of this structure. 
The condition has reached such a point that it is no longer economical 
to apply paint materials, and we are now installing with our own 
labor, as time permits and funds become available, asbestos cement 
siding which will not only thoroughly protect the building for many 
years to come, but will not require constant maintenance services, such 
as a paint conditioner would demand. We are hopeful that funds will 
be available during this next year to complete this reconditioning of 
this important structure in the interests of prudent business progress 
and the protection of the Government’s investment. 

It might be of interest to the committee to know that many im- 
portant items of equipment located in our central warehouse are avail- 
able and frequently used by other Government agencies, such as the 
Navy and MSTS in the maintenance of operating vessels, when equip- 
ment is difficult to obtain or no longer manufactured. The essential 
need for a central warehouse of marine supplies and equipment avail- 
able for immediate utilization in all types of vessels, was forcibly 
brought to the attention of everyone when it became necessary almost 
overnight to reactivate a large number of reserve vessels at the out- 
break of the Korean conflict. Without the equipment stored in our 
several national warehouses throughout the country it would have 
been impossible to store and outfit our reserve vessels to meet the 
demands and deadlines required by the military agencies. 

I have purposely tried to limit this statement to conserve your 
time, however, I will be glad to answer any questions relating to the 
matters mentioned herein, as well as any other collateral subject that 
the committee may desire to question me about. 

I appreciate the opportunity of again appearing before this im- 
portant committee, and will be avail: ble for any additional statistics 








232 WEST COAST MARITIME INDUSTRIES SURVEY 


or information that is required to fill out the record that is being estab- 
shed DY this subcommittee in the investigation and research program 
on the west coast. 
lhe matter referred to is as follows:) 


SUIsuN Bay RESERVE FLEE! 


HISTORICAL DATA 


This site, formerly used by the Navy for berthing fleet auxiliaries and small 
was first used by the Maritime Commission as a temporary anchorage 


die ships ending their World War II service in the San Francisco Bay area. 

It is designated a permanent reserve fleet anchorage in June of 1946. The 
te h a capacity of 350 ships, provides a natural anchorage and required 
tively little in the way of development expense. One of the ships in the 

i he S. S. Oglala, was selected as an office ship and the necessary altera 
ind additions to the ship, plus installation of fender piling for the office 


pier to provide access to the ship, and a parking lot, surfaced access 

d, improved grade and overhead crossings of the Southern Pacific Railroad 

mooring dolphins, and the powerline completed the necessary site devel 

ent fhis work was performed by private contractors, under supervision 

Lhe | nited States Corps ol Engine rs, at a Cost of S2Z1S SY. Leases, Cust 

ts, and permits covering the parking lot, access road, and powerline involve 
very minor annual expenditure of approximately $250. 

t on of the cathodic protection system at this fleet has just been com 

pleted at a cost of approximately $475,000. The system was installed by a pri- 

ate contractor, under the supervision of the United States Corps of Engineers. 

The Suisun Bay reserve fleet consisted of 350 vessels as of September 13, 1954 


PERSONNEL DATA 


Fleet superintendent 
Fleet engineer 

Fleet captain 

(Assistant fleet engineer 
\ssistant fleet captain 


1 
i 
fh peek ed fed fk fed 


Fleet electrician 
Office personne! 


Administrative assistant 


a 1 
Clerks ‘ — = a 
se ity force (including tug and patrol-fireboat crews) . plaice 24 
lug, personnel boat, and barge crews eee : puaniticares eae LO 
Maintenance personnel s “a - acaceeediee Ss 
Preservation force: 
ShipKeepers salina sabia dott abit ahicdeniarta » 
Electricians eee late 1 
Carpente! a 1 
Leadermal 6 
Fleet workmen 70 


SMALL CRAFI 


The Suisun Bay reserve fleet is equipped with such small craft as is neces- 
sary to handle the movement of ships, materials, and personnel, and to provide 
security-fire patrol of fleet waters. Barges fitted with generators and com- 
pressors are also used to provide electric power and compressed air needed in 
the preservation of ships. The numbers of such craft are determined on the 
asis of size of fleet in terms of ships at anchor: 





and personnel employed, but 
only the craft actually needed are kept in service. The principal craft assigned 
to the subjec t fleet is as follows: 


i 
Personnel boats 
Patrol-fire boats 
Self-propelled barges 


Power barges 


i 
i 


1 hm 2S 
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SUPPORTING STATISTICS RELATING TO THE ALAMEDA AND RICHMOND MARITIMI 
NATIONAL RESERVE SHIPYARDS 


Supplementing statistical material supplied to the subcommittee with state- 
ment made at Seattle on October 1, 1954, as it applied to the Maritime Van- 
couver Shipyard, the following additional information is submitted providing 
similar data with regard to the Martime Alameda Reserve Shipyard and the 
Maritime Richmond Reserve Shipyard, located in Alameda and Richmond, 
Calif., respectively. The statistics shown below will provide the committee with 
characteristics and information on the number and type of vessels constructed in 
the two yards mentioned herein during World War II, together with the staffing 
pattern and maintenance and preservation costs during fiscal year 1954. 


Alameda Reserve Shipyard—Yard characteristics 
{rea : 86.0 acres dry, 5.6 acres under water 
Shipways (4): 
Size : 638 x 9S feet 
Construction (type) : Concrete on wood piles 
Crane piers at shipways (6): 
Size: 


1 at 738 x 33 feet 
4 at 904 x 33 feet 
lL at S27 x 33 feet 


Construction (type) : Concrete on wood piles 
Outfitting docks (berths, 2): 
1 at 485 feet 
1 at 500 feet 
Finger pier (berths, 2): 
1 at 595 x 60 feet 
Building areas: 530,000 square feet 
Yard inventory value: (Fixed assets, not including land values) : 


Buildings and structures Va $8, 800, 000 
Equipment (all types) 4, 820, 000 
Total . 13, 620, LOO 


Chronology : 
Yard construction started May 1942 
First keel laid December 1942 
First launching November 1943 
First delivery August 1944. 
Ships constructed in yard: 
10 P2 SE2: 
Gross tonnage each, 15,400 
Length, 609 feet 5 inches 
Beam, 75 feet 6 inches 


Present maritime employment in yard: 
Administrative P 2 
Security ; 17 
Maintenance . 13 
Total . 32 
Maximum employment 1941—45 18, OOO 
Cost of yard-maintenance fiscal 1954: 
Personal services $124, S36 
Other costs - 19, S69 
Total (not including reimbursables) : 144, 705 


In the main, the Alameda Reserve Shipyard is in such condition that it can 
be readily reactivated. The building structures, shipways, and crane piers 
adjacent thereto are structurally sound. The major exceptions to the above 
are 

1. Outfitting docks.—tThe piling under these docks is sound, however, in case 
a reactivation of the yard, the timber and decking will have to be replaced. 
Between buildings, there has been considerable settlement of the surface area 
which would require backfill and repaving in those areas. Likewise in con 
nection with this settlement, railroad tracks will have to be regraded and the 


54686—54——-19 
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majority of ties and ballast replaced. The total estimated cost of above is 
$292. 000 

The yard is at the present time in violation of the sanitary code insofar as 
the sewage system in the yard is not connected in the proper manner to the 
newly installed county disposal plant. A waiver has been granted because of 
the small employment at present in the reserve shipyard, however, in the event 
of reactivation of the yard, a new sewer system would have to be installed at 
an approximate cost of $100,000. 

Reactivation of this yard for immediate construction of vessels in case of 
emergency could easily be accomplished within the time required to recruit 
shipbuilding personnel and the arrival of the first steel for beginning of 
construction. 


Richmond Reserve Shipyard—yard characteristics 


Area: 155.71 acres dry, 43.54 acres under water 
Graving docks (5): 
Size : 590 by 100 feet 
Depth of water: 3 at 18 feet at mean low low water; 2 at 30 feet at mean low 
low water. 
Construction (type): Reinforced concrete 
Crane piers at basins: 4 
Size: 1,055 by 34 feet 
Construction (type) : Reinforced concrete 
Outfitting docks (berths C4) : 4 
Marginal wharf: 1,575 feet by 46 feet 4 inches 
Construction (type) : Reinforced concrete on piles and caissons 
Finger piers (Berths C4): 4 
2 at 548 feet 6 inches by 50 feet 
Construction (type): Reinforced concrete 
Building areas: 832,200 square feet 
Yard inventory value (fixed assets, not including land values) : 


Builings and structures iesisecibtiaasieidhah iedles aiken deta ecsekhleiaas tahicttensatiatibe $8, 432, 700 
Equipment (all types) - aided ertinpalnicenancs ich ania iaaiallgtigaaic st _... 5, 068, 400 
Total Saran tocando csc diag tibocescio dan teeta nse Ss cetacean 


Chronology : 
Yard construction started January 1942 
First keel laid May 1942 
First launching November 1942 
First delivery August 1943 


Ships constructed in yard: 


Gross 


tonnage Length Beam 
each 
0 C4 Al transpor 13,000 | 522 feet 1044 inches 71 feet 6 inches. 
3 C4 A3 transport 12, 409 lo Do. 
2C4 A4 carg 10, 684 do Do 
Present maritime employment in yard: 
Administrative a piinsitatnan ints iat his bin dara alles a 2 
Security re eieipeinaaginigh Casati pisiptneanlen wa ee 
Maintenance ‘ isn iinaiielinssncainpiitiiana aad telat 13 
Total ida : hinint-kdcsepeente akan bdilbbede: Cae 


Maximum employment 1941-45, 25,000. 
Cost of yard maintenance fiscal 1954: 
Personal services atl ‘ he laliian pi tO Ot eres $124, 529 
32, 037 


Other costs sida patinenaie tiled 


Total (not including reimbursables) s winttesiiodnls- niga: Tae 


The Richmond Reserve Shipyard having been built on a more permanent basis 
than any of the other reserve shipyards is in exceptionally good condition. To 
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accomplish reactivation, very little would have to be done to the yard, outside of 
the following items: 

Reconditioning underground utilities, such as water, gas, acetylene, oxygen, and 
electric circuits. Some paved areas will have to be reconditioned. In the graving 
docks, there is a considerable amount of piping work to be done. The gates to 
the basins will have to be removed, reconditioned, inspected by a diver as to 
silting conditions in the seats thereof, reinstalled, providing new watertight 
gaskets. 

The total value of the work which will have to be accomplished is estimated 
at approximately $190,000. 

Similarly, as with the Alameda Reserve Shipyard, the Richmond Reserve Ship 
yard could be reactivated for immediate construction of vessels of a size and type 
that would fit in the graving docks, long before shipbuilding personnel and con 
struction steel could be obtained. 

At present the machine shop in this yard is under lease to the Chase Aircraft 
Co. and the important machinery in this shop is being utilized and maintained 
in first-class condition and thus would be available for immediate use. All other 
inachinery throughout the yard is periodically turned over and maintained in well 
preserved condition. This situation exists in all three national reserve ship- 
yards on the west coast. 


SUPPORTING STATISTICS RELATING TO THE MARITIME RICHMOND WAREHOUSE LOCATED 
AT RICHMOND, CALIF. 


The Richmond warehouse is the primary warehouse installation of the Mari- 
time Administration on the west coast \ll vessel operating supplies and equip- 
ment, including a considerable quantity of auxiliary machinery and spare parts, 
are stored in this central warehouse for immediate distribution and utilization 
wherever required on the Pacific coast including the Orient. A large proportion 
of the materials and equipment stored in this warehouse originated as a result of 
the closing of the many construction shipyards on the west coast following 
cessation of World War II. Another source of supply was and is from vessels 
being stripped and prepared for layup in our west coast reserve fleets. When 
a vessel is withdrawn from active operation and made ready for delivery to a 
reserve fleet, all operating supplies and expendable equipment, together with 
excessive spare parts and tools, are removed and delivered to a maritime ware- 
house for proper maintenance and preservation and thus available for future 
utilization when the necessity arises. 

As an economy move during the reactivation program involving the Korean 
conflict, and the resultant return of vessels to our reserve fleets, we established 
a supplementary warehouse in the Vancouver Maritime Shipyard, Vancouver, 
Wash., which operates under the control and jurisdiction of the Richmond ware 
house. The Vancouver warehouse is now being closed, and all stock still remain- 
ing at Vancouver is carried through the Richmond warehouse accounts. 

The following statistics pertaining to the central warehouse at Richmond will 
provide the subcommittee with supporting information that may prove very use- 
ful in considering future problems relating to preparing vessels for active service 
in case of an emergency : 


Area : 20.4 acres. 
Building area : 300,000 square feet 
Warehouse inventory value (fixed assets, not including land 
values) : 


Buildings and structures ; 7 . $805, 402. 00 
Equipment (all types) —- 97, 697. 62 
Total = ‘ ocaa 4 9038, 099. 62 


United States Maritime Administration took over control of warehouse 
May 1946. 


Activity : j 
Monetary value of stock at Richmond and Vancouver $9. 585, S88. 47 
Monthly average receipts (fiscal 1954) $112, 816. 51 
Monthly average issnes (fiscal 1954) $133 


3, 733. 37 
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Present maritime employment in warehouse : 


Ad strative = 3 
Che 4 
Operations and preservatio — 18 
on 
25 

S rehouse il! nance (fiscal 1954) 
Personal services _ $80, 828. 14 
Security 10, 947. 44 
Other costs 17, 571. 60 
Tr (not cluding reimbursable ) 109, 347.18 
When the Richmond warehouse was originally constructed by the Kaiser Co., 


ime conditions and limitations on materials existed Because of this, sub- 
standard electrical wiring and fixtures were used throughout This condition has 


However, due to normal wear and tear, there are still two major items which 
will have to be taken care of in the event of a complete reactivation of activities. 
These are (1) a renewal of the loading platforms. The timber plank thereon will 
have to be replaced in its entirety and additional supports placed thereunder, 

t an approximate cost of $10,000; and, (2) year after year requests have been 
made for funds to paint the exterior of the Richmond warehouse building but 
each year this work has been postponed because of lack of funds. The condition 
of the exterior siding has now reached the point that painting would not correct 
current deterioration and through stringent economy during fiscal year 1954 we 
managed to save sufficient funds to purchase a small quantity of asbestos cement 
siding and have made a start on the installation of this siding in order to protect 
the Government’s interest in this installation. It is hopeful that additional siding 
can be purchased during fiscal year 1955 from possible savings. However, a 
request has been included in the appropriation, budget submission for fiscal year 
1956, in the amount of $18,000 for the purpose of completing the preservation of 
this building. The actual installation of the siding is performed by warehouse 
personnel as time permits. 

The Richmond warehouse property is unfenced and no funds have been re- 
quested in recent budget submittals, because of economy, for the purchase and 


nstallation of suitable fencing. 


STATEMENT OF A. F. BARTHOLOMEW, VICE PRESIDENT, BAY 
CITIES METAL TRADES COUNCIL 


(Testimony was also presented by Mr. A. F. Bartholomew, vice pres- 
ident of Bay Cities Metal Trades Council. In his statement, the full 
text of which is not available, Mr. Bartholomew expressed the view 
that the merchant marine as an arm of national defense is as important 
asthe Navy. He asked that a reasonable allocation of work be shared 
between east and west coast yards. ) 

(Mr. Bartholomew criticized the 6-percent differential authorized by 
existing law as an inaccurate yardstick under today’s conditions. In 
his opinion the allowable percentage is insufficient. ) 

(There being no further witness, Mr. Allen thanked the witnesses 
and complimented them upon the thoroughness of their testimony.) 

(Whereupon at 4: 45 p. m., the hearing was closed. ) 
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WEDNESDAY, OCTOBER 13, 1954 


Housp or RepRESENTATIVES, 

SPECIAL SUBCOMMITTEE ON Paciric Coast MartrimMB MATTERS 

OF THE COMMITTEE ON Mercuant MARINE AND FISHERIES, 
Lona Beach, ¢ ‘alif. 

The subcommittee met, pursuant to call, at 10:15 . m., in the 
Pacific Coast Club in Long Beach, Calif., Hon. John J. Allen, Jr., 
presiding. 

Present: Hon. John J. Allen, Jr., Hon. Walter Norblad, and Hon. 
William S. Mailliard. 

Present also: John M. Drewry, committee counsel, and Robert T. 
Reinhardt, special investigator. 

Mr. Au ae The committee will come to order. This meeting is a 
meeting of the subcommittee of the Merchant Marine and Fisheries 
Committee of the House of Representatives appointed to inspect the 
privately operated shipyards on the Pacific coast and the facilities of 
the Maritime Board. 

As we have said on numerous occasions, it is the purpose of the com- 
mittee, in part, to ascertain the condition of these yards and facilities, 
both to serve peacetime commerce of the Nation, and also to act as an 
auxiliary in time of emergency. We are interested in the sufficiency 
for both reasons and in the state of readiness and in the time it might 
take to get into full operation in the event of an emergency. 

We are, therefore, very appreciative of the opportunity given to us 
yesterday to travel through the Los Ange les-Long Beach Harbor to 
inspect the various facilities, both for the building and repair of large 
and small craft, and the other harbor facilities that we were able to 
view. 

We are also very appreciative of the cooperation of many of the 
people of these communities and for the information which we know 
will come into this record. 

[ understand that the order of presentation is that Mr. Ryan would 
have the first statement to make. Mr. Ryan. 


TESTIMONY OF W. C. RYAN, VICE PRESIDENT OF JOSHUA HENDY 
CORP. AND CHAIRMAN OF THE MARITIME COMMITTEE OF THE 
LOS ANGELES CHAMBER OF COMMERCE, APPEARING ON BEHALF 
OF LOS ANGELES CHAMBER OF COMMERCE 


Mr. Ryan. Mr. Chairman, gentleman, my name is W. C. Ryan. I 
am vice president of the Joshua Hendy Corp., and chairman of the 
maritime committee of the Los Angeles Chamber of Commerce. Iam 
appearing here today in behalf of the Los Angeles Chamber of 
Commerce. 


i] 
Go 
“J 
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In order to illustrate the present condition of the shipbuilding and 
ship-repair industry in the Me ‘tropolitan Los Angeles area, it is neces- 
sary to consider that industry against the background of the area and 
it is therefore desirable first to present fundamental statistics concern- 
ing the area. 

The population growth of the a an Los Angeles area has 
far exceeded that of any other metropolitan area in the ‘Nation. The 

following table will illustrate our tremendous growth: 1920, popula- 

tion 997,830; 1930, 2.327.166; 1940, 2,916,403; 1950, 1.367.911; 1954, 
5,075,000 (estimated by the Los Angeles Chamber of Commerce re- 
search department). 

T he y year 1950 also indicates that the Los Angeles metropolitan area 
had 30.2 percent of the entire population of the Pacific coast States, 
22.3 percent of the 11 Western States, 9.1 percent of all population west 
of the Mississippi River and 2.9 percent of the population of the entire 
Nation. It may be well to note that only 8 of the 48 States have a 
larger population than the Los Angeles metropolit: in area. 

The industrial growth of the community has kept pace with the 
population growth as evidenced by the fact that the Los Angeles 
metre politan area leads the Nation in 6 major industries, ranks 
second in 10 others and third in 16 more. This growth is further sup- 
ported by the United States internal revenue receipts for the Sixth 
District, California. 1940, $146,370,000; 1953, $2,868,969,000. 

The United States customs —— No. 27, Los Angeles area, also 
shows a similar increase: 1940, $8,398,088; 1953, $28,498,858. 

The Los Angeles metropolitan area accounts for over 40 percent 
of the California crude petroleum production, 6 percent of the United 
States total and 3 percent of the total world production. 

The ports of Los Angeles and Long Beach had 5,463 ship arrivals 
of 17,677,843 net registered tons in 1940, the last complete prewar 
years in 1953 they hi ad 5,907 ship arrivals of 25,027,822 net registered 
tons. These figures are for commercial vessels only and do not include 
vessels operated by any branch of the military, such as troop trans- 
ports or military cargo carriers, that other ports sometimes include 
in their vessel arrivals and net registered tonnage figures. These 
commercial vessel arrivals have increased 444 vessels per year and an 
increase of over 7 million net registered tons. 

Both of these ports have spent many millions of dollars in improv- 
ing the facilities for expediting the movement of passengers and cargo. 
Our twin ports are now the largest port area on the Pacific coast, 
capable of handling the peacetime commercial waterborne commerce 
of the area and of serving as a major military base in case of national 
emergenc y. 

As contrasted to this picture of phenomenal and sustained growth 
of the community and its industry generally, the present state » of the 
shipbuilding and ship-repair industry in the area is sad indeed and 

perhaps critical as shown by the following table: 
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Shipbuilding industry 


Year Employees Payroll ! 
1939... ; 600 $1, 868, 400 
1943... : on 87, 943 328, 625, 402 
1948... é " 1, 200 4, 982, 400 
1954... ‘ ‘ ’ ma 821 2 3, 834, 891 


1 Estimated on the basis of 24 8-hour days per month for the full year, at the straight-time rate of pay for 
the particular year. This does not include overtime hours worked, 

2 The 1954 figures do not include some smal] craft naval construction now going on in this area, as the 
program is practically completed. 


The importance of maintaining in a healthy condition the nucleus 
of facilities, skills, and organization for possible future emergency ex- 
pansion cannot be overstressed. The abil ity of the area to produce 
ships has been demonstrated by its outstanding record during World 
War IT, in which 645 large commercial vessels of over 2,000 gross tons 
and a number of naval vessels were built here and the Los Angeles 
area was one of the large important shipbuilding areas in the Nation. 

While the sudden drop at the end of the war was normal and 
expected and similar to that in other shipbuilding and repair areas of 
the country the continued decline since the war years as contrasted to 
the amazing growth of the community as a whole is alarming in that 
if it continues to decline it threatens to close up and wipe out entirely 
the private facilities, including drydock facilities, which would be so 
necessary to support the expanded merchant shipping in a period 
of stress. 

A tremendous metropolitan area with industry ample to provide 
supplies to Armed Forces and with an excellent port but no ship-repair 
facilities seems inconceivable. And yet the continued decline of 
the industry seems to indicate the possibility of its ultimate extinction 
in this area. 

In this atomic age the necessity for dispersal of industry and 
facilities and the desirability of maintaining various areas throughout 
the country on a reasonably self-sustaining basis ready to exp: and and 
produce and to ship to remote places the vast volume of necessary 
materials required to supply our Armed Forces seems obvious. As 
previously pointed out, the Los Angeles metropolitan area with its 
increasing population and industry in which it leads the Nation in 
six major industries provides a labor market and facilities ideally 
suited to supply the materials so necessary for the successful prosecu- 
tion of a future war, particularly if it involves action in the Pacific 
area. 

The area has the necessary industry and an excellent port. The 
weak link in the chain is the private ship-repair industry whose de- 
cline might indicate ultimate extinction. The loss of this industry 
and its facilities to the area would be indeed serious if not fatal. 

The possibility that the Panama Canal might be a prime target in 

future atomic war further accentuates the need for self-sufficiency 
on the Pacific coast. The loss of the canal and the consequent length 
of a sea supply line from the east coast around the tip of South 
America present staggering logistic difficulties. 

The Pacific coast would then be most dependent on the naval fleet 
stationed here and on the merchant vessels operating out of its own 
ports and upon its own facilities necessary to keep these vessels 
operating. 
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It is, therefore. obviously most unportant from the viewpoint of 
national ag that the shipbuildi F and ship-repair facilities be 
maintained j a state of readiness for possible emergency use. The 
Navy De adlane nt properly believes that the naval shipyards on the 
Pacific coast located at Bremerton, Wash., Mare Island in the San 
Francisco Bay area, and here in Long Beach, Calif., be maintained 
in the interest of national defense. These centers would then be 
available to m: unt ain ee Nn fighting condition. 

Similarly it is vitally important that private shipbuilding and repair 
facilities be available to keep in operation the many merchant vessels 
necessary to support and st pply armed forces serving abroad. These 
private vards can only be kept operating if they have work. There are 
several possible sources of additional work eer ite yards in this 
area which would assist in keeping these facilities in operation. 

1. Repair and modernization wok on naval auxiliaries and supply 
vessels can be efficiently and economically handled by the priv: ite 
vards. It is recognized that work on battlesh lips, cruisers, aircraft 
carriers, and other strictly mili itary work might best be done in naval 
vards, and it Is necessar y to kee p these facilities in an active state of 


Similarly. however, there is much work on tankers, cargo vessels, 
and many types of naval auxiliaries which can be done most economi- 
cally in pl vate yards and if the Navy assigns work of this nature to 
the private yards, it will assist tremendously in keeping these very 
necessary facilities in a state of readiness. 

Allo ition of some of the work nvolved in the newly approved 
Government program of repair and modernization of reserve fleet 
vessels to the yards in this area seems desirable in view of the impor- 
tance of this large industrial area in any future conflict. 

We recognize that the situation confronting the — yuilk ling and 
repall industry of the country isa difficult one req juITring considerable 
STU und one which cannot be solved readily by sim] le solutions. 
We would, however, like respectfully to suggest for the siuisidabation 
of vour committee the followir vs 

1. Extension and implementation of the Navy Department’s posi- 
tion that a mobilization base must be maintained in the naval ship 
building and ship-repair yards of the country, to include the private 
yards as well as the navy yards 

2. Under the present program for modernizing and repairing re 
serve fleet vessels, a Just and equitable allocation of the work to the 
repair yards of southern California, in order to maintain a mobili- 
zation base in this area. 

3. Allocation of naval tankers, cargo carriers, and auxiliary ves- 
sels, with the exception of armed vessels, to the private shipyards. 
This would assist in accon iplishing two points. First, it would help 
the private yards maintain their necessary mobilization base, and, 
secondly it would help to eliminate some ot the unnecessary Govern- 
ment competition with private « nterprise. 

t. Consideration of the strategic location, size, volume of shipping, 
and needs of each ship-repair facility on the » Pacific coast in the allo- 
cation of re epal r work ot both the reserve fleet repair program and 
naval auxiliary vessels. 

These eee are presented for your consideration and study 
in attempting to find a solution to a most difficult problem. 
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I wish to thank the committee for the honor of appearing before it 
to present the views of the Los Angeles C 7 om of Commerce. 

Mr. Auten. Thank you, Mr. Ryan. All deference to your mod- 
esty, I think the record ought to show a little more of your past expe- 
rience and right to speak on the subject. You were, during the period 
of World War IT, engaged in the shipbuilding business, were you not 

Mr. Ryan. That is true. I was chief engineer of the California 
Shipbuilding Corp., which produced 468 ships during the war. 

Mr. Auten. And you have also been engaged for some years in the 
operation of ships, I believe? 

Mr. Ryan. That is correct. I have been Washington manager and 
southern California manager for the Pacific Far East Line, and I am 
presently vice president of Joshua Hendy Corp., which is also a ship 
operation. 

Mr. Atten. Thank you very much, Mr. Ryan. 

Mr. Ryan. Thank you. 

Mr. Auten. Mr. Sweeney. 


TESTIMONY OF R. D. SWEENEY, COUNSEL FOR SOUTHERN CALI- 
FORNIA BOATBUILDERS AND SHIP REPAIRERS ASSOCIATION 


Mr. Sweeney. My name is R. D. Sweeney and I am appearing for 
the Southern California Shipbuilding and Ship Repair Association. 

Mr. Auten. Mr. Sweeney, at the outset, I would like to express 
the appreciation of the committee for he ‘Iping with the preliminary 
arrangements for these hearings and this visit. 

Mr. Sweeney. Thank you very much. I delegated that authority— 
I shouldn’t say I delegated it—but as a matter of fact you asked me 
to make the arrangements, so a great deal of thanks 1s due to Mr. 
Forster, Mr. Harrington, Mr. Gilbride, and Mr. Fellows, who really 
did the legwork. 

Mr. Auten. I would like also to say at the outset of your statement 
and with regard to all others, that we like to have prepared statements 
and as many copies as may be available, but it is also agreeable to 
the committee, if the various witnesses care to, that they file their 
statements for the record and then speak, giving a summary or com- 
ment concerning whatever they wish. 

Feel free to handle the matter in any way that any witness wishes. 

Mr. Sweenry. Well, this morning, for the first time, I saw my typed 
statement complete and I see it consists of 17 pages and I have been 
informed that that is a little bit too long, so I am not going to read 
itall to you. Lam going to submit it for the record. I would, how- 
ever, like to stress one point that has always bothered me and I will 
read the first few pages. 

I believe it can be safely said that, without ships, both naval and 
merchant marine, neither World War I nor World War II could have 
heen won by the United States and its allies. 

After World War I, our merchant marine and Navy were permitted 
to become depleted and it was not until the enactment of the Merchant 
Marine Act of 1936 that some hope appeared. 

In 1939 there probably were not more than 1,000 men employed in 
the private shipyards in the Los Angeles-Long Beach Harbor area. 
It was this hard core of shipbuilders that formed the nucleus of the 
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private shipbuilding and ship- repair industry that, in 1944-45, had 
over 100,000 men employed in this area. 
It might be argued that because this was done once it can be done 
rain and that there is no need of maintaining a well-balanced and 
uipped shipbuilding and ship-repair industry during peacetime. 
Seas ver, it must be remembered that the wartime expansion was done 
at the waste of billions of dollars and that we had about 2 years to get 
eady while our allies were helping to kee -p our ene mies off our necks. 
Money spent to keep a well-balanced private shipbuilding and ship- 
repairing industry in being during times of peace will pay huge divi- 


dends in dollars in time of war. 

But even more important is the fact that it now appears that if there 
is another world war, we will not have 2 years to get ready; in fact, 
if we are not prepared at all times, when war strikes, it will be too 
late to prepare. A private shipbuilding and ship-repair industry 
adequi ite ly maintained in time of peace might save our country and 
civilization in time of war. 

In the report of the President’s Advisory Committee on the Mer- 
chi ant Marine submitted to former President Truman on November 1 
1947, the committee stated that an efficient and progressive shipbuild- 
ing industry is a necessar yec onomic adjune t to the peacetime economy 
of the United States, and the committee further reached the inevitable 
conclusion that such a shipbuilding and ship-repair industry is indis- 
pe nsable to the national secur ity and would have to be maintained. 
In addition, the committee’s report contained the following statement : 

It is not necessary to delve deeply into the history of World War I and World 
War II to find incontestable proof of the military value of the Nation’s maritime 
industries. Twice within the span of little more than 20 years this country has 
been forced to embark on emergency shipbuilding programs of huge proportions. 
On both occasions, after a period of warning, the country was granted a further 
respite after the declaration of war in which to prepare, while Allied Nations 
slowed the attack of the aggressors. As the President’s Advisory Committee on 
Universal Training so clearly stated: 

“Never again will our Nation have months of relative immunity after the 
outbreak of war to mobilize, train, and equip an effective fighting force. Our 
preparation must be such that we can stand alone, if necessary, from the first 
beginning of the attack—and win.” 

To do so we shall require an operating merchant marine and an active ship- 
building industry that can be put to immediate use for defense, and that provides 
the proper foundation for rapid expansion. 

Then, I point out, in my statement here, that we have large and 
small shipyards, so designated not so much because of the number of 
men employed, but the capacity of the ships that they can handle, the 
smaller yards handling ships of probably 1,000 tons or less in displ: we- 
ment as far as construction is concerned, but they repair vessels of 
various sizes. 

I also would like to present to the committee the findings and con- 
clusions and recommendations of the Shipbuilding Industry Panel, 
dated August 20, 1952, which is addressed to Mr. Arthur S. F lemming, 
Chairman, Surplus Manpower Committee, and also attached to which, 
dated August 28, 1952, is the notification to the Department of Defense 
and General Services Administration. 

This was a committee that was appointed under the manpower 
policy No. 4 and this policy had an adverse effect upon the shipbuild- 
ing coe and so a heari ing was arranged in Washington in 1952 


— 
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and this panel, appointed by the Government, made various findings 
which, I think, are very important. 

This committee found that total employment in the industry, both 
private yards and naval shipyards, reached a peak in 1953 of 1,700,000 
employees, and that by June 1950 this had dropped to 149,000—less 
than 9 percent of the World War IT high. 

The committee found that a flow of Government work is very im- 
portant to vigor, and in many cases to the survival, of most private 
ship and boatyards, and also found that although shipbuilding activ- 
ity in 1952 was above prewar levels, shipbuilding, including boatbuild- 
ing, was a distressed industry in the sense that the industry’s facilities 
were operating at only a small fraction of capacity and the great 
majority of the shipbuilding workers were not then employed in the 
industry. 

At the time of this hearing, Mr. Edward H. Koch, of the Bureau of 
Ships, Department of the Navy, made a statement, and I would like 
to put in the record also, this statement of Mr. Koch. 

In 1943, 35.4 percent of the total productive workers in the industry 
were employed on the west coast and 46.5 percent on the east coast. 
In 1951, these percentages were 24.42 percent for the west coast and 
63.38 percent for the east coast. 

I do not have the present percentages, but I believe they can be 
obtained from the Department of Labor. 

I believe it can be safely stated, therefore, that we have the fol- 
lowing undeniable facts: 

(1) That the shipbuilding and ship-repair industry is an abso- 
lutely essential adjunct to our national defense, without which we 
could not win a war. 

(2) That shipbuilding facilities should be maintained and the 
necessary skills preserved because in case of an emergency, facilities 
cannot be built overnight, nor can skills be acquired in sufficient time. 

(3) That the shipbuilding and ship-repair industry is a vital peace- 
time industry. 

(4) That in order to have a shipbuilding and ship-repair industry 
operating at the outbreak of a war, it must operate at all times during 
peace. 

(5) That to exist, the industry must have work. 

These things are so simple that it appears almost unnecessary to 
restate them. However, and unfortunately, these principles have been 
ignored. 

It is like Mark Twain said about the weather, “Everybody talks 
about it, but nobody does anything about it.” The thing that bothers 
me most is that if a war strikes, it strikes fast this time, so they say, 
and we cannot prepare that fast and if something isn’t done to keep 
these skills preserved and the facilities maintained now, it is just 
going to be too late. . 

It was therefore very gratifying when Chairman Tollefson of this 
subcommittee introduced on April 6, 1954, in the House of Representa- 
tives, his resolution in which he stated that the private ship-construc- 
tion and ship-repair yards in the United States are declining in activ- 
ity so rapidly that the degree of activity that will remain is doubtful: 
that the organizations and skills of the industry are being lost and 
clisrupted to a degree that a nucleus sufficient to constitute a mobiliza- 
tion base will not remain, and which resolution provided that it was 
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the consensus of the House of Representatives that the problem of 
maintaining private construction and repair yards should receive 
immediate study. 

And I presume from that resolution came this committee which to 
my knowledge is the fifth time a committee of Congress has devoted 
itself exclusively to the problem of private shipyards which, 1 think, 
is one of the most important problems. 

The other committees had touched on it, but this is the first com- 
mittee, I believe, that has really come to study our situation in and 
of itself. 

Of course, then I raise the question, what can we do about it. This 
program of new-ship construction, of large- ship construction, is one 
of the most excellent programs that we have had since the war. It 
must be a sustained program, I think, in order that the yards can get 
ready for it because there is a certain amount of preliminary expendi- 
tures necessary to prepare a yard for this new-ship construction. 

I am net so awfully sure just what the impact of that will be on 
southern California. Whether or not we will be able to construct any 
of those vessels here. I do not know. I do know, however, that that 
is a rather long-range program and might not become effective for a 
year or more and what we need is something now. 

] would like to point out—Mr. Ryan brought out the fact about 
the Navy repair work. 

In the first part of 1953 on the Pacific coast, there was a total of 
about 50,000 shipyard workers, of which about 38,000 were in naval 
shipyards and 12,000 in private shipyards. In October 1952 in the 
Los Angeles-Long Beach-Newport Beach, Calif., area, private ship- 
yards employed only 118 men on naval repair work while at this same 
time the Long Beach Naval Shipyard employed about 8.300 men and 
the Navy repair base at San Diego about 4,000 men. That is 12,300 
to 118 on Navy repair work. 

And I might say those are figures that were given to me by the 
Nav V : that is not from our own survey. It became very apparent at 
the time that something had to be done about it and the Propeller 
Club and also the Los Angeles Chamber of Commerce in February 
1953 adopted the following resolutions which are quite similar : 

The Los Angeles Chamber of Commerce urged the Navy, Army, and other 
governmental agencies owning or operating vessels to order all alterations, 
repairs, and periodic overhaul for such vessels be undertaken in private ship- 
yards as to the full extent that such private shipyards can perform the 
required work. 

Thereafter we called upon the then Under Secretary of the Navy, 
Charles Thomas, now Secretary of the Navy, and he readily saw the 
situation and issued a directive to the effect that the re pair of certain 
types of vessels should be performed in private shipyards. 

Now, this was a national problem and not only one of southern 

California, and at the meeting with Secret: iry Thomas there were 
representatives of the Pacific coast and the east coast; in fact, the 
whole industry. There for a while we did get a little more work and 
today the y: ards tell me that that directive is not bei ‘ing carried out 
comple ‘tely and that there is a great deal of work being performed in 
the Long Beach Naval Shipyard that should be performed in 
our yards. 


—_ 


—— 
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I don’t know whether remedial legislation is necessary in this sit- 
uation. It might be that the appropriation bill should provide that 
a certain percentage of all moneys allocated to the Navy for the repair 
of vessels should be spent in private shipyards. 

I feel for sure, unless something is done, that we are not going to 
get the flow of work that the Secretary of Navy’s directive said we 
should get and it shouldn’t be up to the shipy: ards to try to police it. 

Mr. Norpxap. Well, under this resolution, the “V virtually shut 
down the Navy shipy: ards because it uses the word “all work.” 

Mr. Sweenrty. The resolution of the chamber of commerce ? 

Mr. Norsiap. Yes. 

Mr. Sweeney. It says: 

* * * urge the Navy, Army, and other governmental agencies owning or oper- 
ating vessels to order all alterations, repairs, and periodic overhaul for such 
vessels be undertaken in private shipyards to the full extent that such private 
shipyards can perform the required work. 

No; we do not in the slightest advocate the closing down of naval 
shipyards. We do feel the concentration of skills and facilities in a 
few naval shipyards, say five on this coast, is absolutely wrong and 
against the statement of the Hous se Committee on Armed Services in 
which they say the dispersal of ship construction facilities is an 
essential element of our national security. 

No; the Navy shipyards, I think, are an absolute essential because 
they have large graving docks and heavy equipment that perhaps the 
private yards could not keep up. There are certain types of work 
that can be allocated to the navy yards that would keep them going. 
Other work can be allocated to the private yards. It is a 50-50 
proposition. It can be done. It has been done. 

Mr. Norsiap. I agree with you, but I think your resolution is 
awfully broad is the only thing I have. 

Mr. Sweeney. That may be. 

Mr. Norsiap. I think your position is correct, and I agree, but I 
don’t think that is stated. 

Mr. Sweeney. No; I didn’t write the resolution, but I merely sub 
mit the resolution to you. I might say I think I pointed out in my 
statement we don’t advocate closing the naval shipyards in the 
slightest. 

However, I do say in my statement on that point, without belabor- 
ing the point further, we, in the private shipbuilding and ship-con- 
struction industry know that right today, when we need it badly, 
there is work that can mk allocated by the Government to private y: ards, 
which can be done in private yards more economically, whic h will 
promote national de fe ‘nse and be upon the sound basis of free enter- 
prise. This may reduce the number of workmen in the navy yards 
but they will be employed | ry the priv: ate yards. There will be a 
dispersal of the concentration of repair work in naval shipyards and 
a survival of private shipyards. 

Would this committee rather see private shipyards closed or naval 
shipy: ards closed, or would you rather see the happy medium of each 
existing side by side for the best interests of the country? This can 
be accomplished by allocating more naval work to private yards. This 
is our one immediate source of work which is already available. It 
doesn’t really need legislation to get that work but, the way things are, 
maybe legislation will become essential to get it. 








i. 
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Then, of course, going on from that point, I cover it more fully 
in my statement on that point but the committee already is aware of 
the offshore procurement. I would like to point out to the com- 
mittee these figures. As of June 30, 1953, under the mutual defense 
assistance program, the United States spent or contracted for the 
construction of $539,561,137 worth of vessels, of which 69.47 percent 
was procured in the United States and 30.53 percent, or $237,140,184 
was procured in foreign countries. 

This did not include any procurement during the fiscal year ending 
June 30, 1954, and during this latter year the offshore procurement 
of naval vessels amounted to about $30 million. In the budget for 
the present fiscal year, there are other funds allocated for this purpose. 

These vessels are not built with counterpart funds. They could 
have been and should have been built in the United States. The ves- 
sels built in the United States under the mutual defense assistance 
program were turned over to the foreign countries and are manned 
by their own crews. This should be sufficient proof that all of these 
vessels could have been built in the United States. 

As we all know, the shipyards in Europe have been booming since 
the war. Ours haven’t. The construction of vessels in the yards of 
Europe and Japan have been tremendous. I can’t conceive why. It 
doesn’t increase their mobilization base; it hurts us in this country. 
It affected the workingman tremendously. I can never see why that 
was ever done. 

Just recently they let some ships in Yugoslavia. A yard up north 
had finished its program, was laying off men. They posted a notice 
of this on the bulletin board and suggested to the men that perhaps 
they had better go to Yugoslavia to get jobs. 

This was the construction of smaller vessels and it, therefore, in- 
volved the smaller yards and, although I think we waited too late, 
we finally had a hearing before the Department of Defense, Foreign 
Operations Administration, and the Department of State, held at the 
Pentagon on March 19, 1954, in which we presented to these three 
departments the reasons why this sort of thing should stop. It was 
too late to back up and cancel, I guess, what they had already done. 

1 would like to put, not in the record, but to present to the com- 
mittee the record of these proceedings, because I think maybe you 
might find some very interesting information there. 

Mr. Auten. Mr. Sweeney, if you would read the title and the date 
and the source of the publication, we probably have it available to us. 

Mr. Sweeney. This is record of proceedings, Joint Defense-State- 
Foreign Operations Administration Conference with representatives 
of American Boatbuilders and Repairers Association, March 19, 1954, 
the Pentagon, Washington 25, D. C. 

Mr. Auten. Thank you, sir. 

Mr. Sweeney. I would like to submit, however, for the record, the 
Department of Defense directive dated August 17, 1951, with reference 
to actual procurement, which plainly shows on its face that the Depart- 
ment of Defense in placing and constructing these vessels in Europe 
was violating its own directive. 

Mr. Aten. That may be placed in the record after your formal 
statement, which may also be placed in the record. , 

(Said document is marked “Item No. 1” and is included in the mailing 
of this transcript.) 


enema 
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STATEMENT OF R. D. SWEENEY ON PaciFic Coast SHIPBUILDING AND SHip Repair 
INDUSTRY 


I believe it can be safely said that without ships, both naval and merchant 
marine, neither World War I nor World War II could have been won by the 
United States and its allies. 

After World War I, our merchant marine and Navy were permitted to become 
depleted and it was not until the enactment of the Merchant Marine Act of 1936 
that some hope appeared. 

In 1939 there probably were not more than 1,000 men employed in the private 
shipyards in the Los Angeles-Long Beach Harbor area. It was this hard core of 
shipbuilders that formed the nucleus of the private shipbuilding and ship-repair 
industry that in 1944—45 had over 100,000 men employed in this area. 

It might be argued that because this was done once it can be dune again and 
that there is no need of maintaining a well-balanced and equipped shipbuilding 
and ship-repair industry during peacetime. However, it must be remembered 
that the wartime expansion was done at the waste of billions of dollars and 
that we had about 2 years to get ready while our allies were helping to keep our 
enemies off our necks. 

Money spent to keep a well-balanced private shipbuilding and ship-repair 
industry in being during times of peace will pay huge dividends in dollars in 
time of war. 

But even more important is the fact that it now appears that if there is another 
world war, we will not have 2 years to get ready—in fact, if we are not prepared 
at all times, when war strikes it will be too late to prepare. A private ship- 
building and ship-repair industry adequately maintained in time of peace might 
save our country and civilization in time of war. 

In the report of the President’s Advisory Committee on the Merchant Marine 
submitted to former President Truman on November 1, 1947, the Committee 
stated that an efficient and progressive shipbuilding industry is a necessary eco- 
nomic adjunct to the peacetime economy of the United States, and the Committee 
further reached the inevitable conclusion that such a shipbuilding and ship- 
repair industry is indispensable to the national security and would bave to be 
maintained. In addition, the Committee’s report contained the following 
statement: 

“It is not necessary to delve deeply into the history of World War I and World 
War II to find incontestable proof of the military value of the Nation’s maritime 
industries Twice within the span of little more than 20 years this country has 
been forced to embark on emergency shipbuilding programs of huge propor- 
tions. * * * In the chart on page 8 (fig. 1), the magnitude of these two programs 
is presented graphically. On both occasions, after a period of warning, the 
country was granted a further respite after the declaration of war in which to 
prepare, while Allied Nations slowed the attack of the aggressors. As the 
President’s Advisory Committee on Universal Training so clearly stated: 

“‘Never again will our Nation have months of relative immunity after the 
outbreak of war to mobilize, train, and equip an effective fighting force. Our 
preparation must be such that we can stand alone, if necessary, from the first 
beginning of the attack—and win.’ 

“To do so we shall require an operating merchant marine and an active ship- 
building industry that can be put to immediate use for defense, and that provides 
the proper foundation for rapid expansion.” 

In the shipbuilding and ship-repair industry in this area, as in other areas, 
the private yards are divided into two general classes—large yards and small 
yards. This classification is not always measured by the number of men em- 
ployed but rather by the size of the vessels constructed or repaired. Large 
yards are those that maintain drydocking and other facilities enabling them to 
repair or to construct large vessels, generally of steel. Some of these yards 
may do solely ship-repair and alteration work and not any new construction. 

The smaller yards construct vessels of generally less than 1,000 tons displace- 
ment, mostly of wood, but often of steel, and repair vessels of various kinds. 
The capacities of these yards, of course, vary. 

Both the small and the large yards are of great importance in national defense 
aspects. 

I have spoken of the national defense aspects of private shipyards. They are 
also, or could be, of great economic impact upon the community. It is said that 
more different parts and material go into the repair, alteration, or construction of 
a ship than any other one thing that could be repaired or constructed and gives 
more employment to more diversified industries over a large area. 
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The private shipbuilding and repair industry since the war has been and now 
is in a very depressed condition. Since the war many industries have prospered, 
such as the aircraft industry. The shipbuilding and repair industry has gone 
backward. Some owners of private yards have attempted to keep their facili- 
ties which they expanded during the war in readiness. This has proved a great 
burden, and it is very questionable how long they can keep doing so. Many 
shipyards have entirely disappeared and others are shrinking. 

In 1952 there was in effect what was known as the Government’s defense man- 
power policy No. 4, which concerned the placement of procurement contracts by 
the Government with various industries, and provided that if any geographical 
area in the United States was declared to be a surplus labor area by the Secre 
tary of Labor that any company in such area must be offered Government con- 
tracts at the price submitted by the lowest bidder who may be located in any 
part of the United States. 

Since this was affecting the smaller yards more than the larger ones, the smaller 
yards asked that a hearing be held to eliminate the industry as a whole from 
manpower policy No. 4, and a hearing was held before a special panel appointed 
by the Surplus Manpower Committee. These hearings took place in Washing- 
ton, D. C., in August of 1952 and resulted in a finding that the shipbuilding 
industry should be exempt from the operation of manpower policy No. 4. 

I would like to place in the record the findings, conclusions, and recommenda- 
tions of this panel, and also the notification to the Department of Defense and 
General Services Administration dated August 28, 1952, of the Office of Defense 
Mobilization of the findings of the panel and recommendations of the Surplus 
Manpower Committee. 

This committee found that total employment in the industry, both private yards 
and naval shipyards, reached a peak in 1948 of 1,700,000 employees and that by 
June 1950 this had dropped to 149,000—less than 9 percent of the World War II 
high. 

The committee found that a flow of Government work is very important to the 
vigor, and in many cases to the survival, of most private ship and boat yards, 
and also found that although shipbuilding activity in 1952 was above prewar 
levels, shipbuilding, including boatbuilding, was a distressed industry in the 
sense that the industry’s facilities were operating at only a small fraction of 
capacity, and the great majority of the shipbuilding workers were not then 
employed in the industry. 

At this hearing the Bureau of Ships, Navy Department, through Mr. Edward 
H. Koch, presented a statement in which the Bureau of Ships stated that a 
healthy shipbuilding and boatbuilding industry is indispensable to our national 
defense. I would like to place this statement by Mr. Koch, which he made before 
the panel on August 6, 1952, in the record. 

The panel further found as follows: 

“The private ship and boat yards are an important national-defense asset. 
ast experience indicates that in the event of total mobilization all the facilities 
of all the private yards would be called upon for war production, and there 
would be need for even additional facilities. It is in the interest of national 
security that the private yards be preserved with their facilities in good opera- 
ting condition and with their nuclei of shipbuilding labor skills. 

“It is in the interest of national security that facilities and labor skills for 
shipbuilding, boatbuilding and ship repair be dispersed as widely as practicable 
throughout the United States and that there be no undue concentration of these 
facilities and skills in any particular area or areas of the country.” 

The panel concluded, and these conclusions were adopted by the Office of 
Defense Mobilization, that the Defense Department should vigorously apply 
procedures, including negotiated contract procedures, designed to secure the 
maximum possible utilization of surplus shipbuilding, labor skills, and facilities 
in all shipbuilding areas of the United States. 

In 1943, 35.4 percent of the total productive workers in the industry were 
employed on the west coast and 46.5 percent on the east coast. In 1951 these 
percentages were 24.42 percent for the west coast and 63.38 percent for the east 


coast 





I know that many witnesses have appeared before this committee and have 
told the committee how essential a national merchant marine is to the welfare 
of this country during wartime It has been called the fourth arm of defense. 
and I am sure that this committee realizes that in order to have ships, we must 
have shipyards in which to build and repair them, and in order to have ship- 
yards we must have ships to build and repair, and that shipyards are an absolute 
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essential to national defense, and because of their character, shipyards cannot 
be built after war starts, nor can the skills required be trained in a short period 
of time. 

I believe it can be safely stated, therefore, that we have the following 
undeniable facts: 

(1) That the shipbuilding and ship-repair industry is an absolutely 
essential adjunct to our national defense, without which we could not win 
a war. 

(2) That shipbuilding facilities should be maintained and the necessary 
skills preserved because in case of an emergency, facilities cannot be built 
overnight, nor can skills be acquired in sufficient time. 

(3) That the shipbuilding and ship-repair industry is a vital peacetime 
industry. 

(4) That in order to have a shipbuilding and ship-repair industry oper- 
ating at the outbreak of a war, it must operate at all times during peace. 

(5) That to exist, the industry must have work. 

These things are so simple that it appears almost unnecessary to restate them. 
However, and unfortunately, these principles have been ignored. 

It was therefore very gratifying when Chairman Tollefson of this subcommittee 
introduced on April 6, 1954, in the House of Representatives, his resolution in 
which he stated that the private ship-construction and ship-repair yards in the 
United States are declining in activity so rapidly that the degree of activity 
that will remain is doubtful; that the organizations and skills of the industry 
are being lost and disrupted to a degree that a nucleus sufficient to constitute a 
mobilization base will not remain, and which resolution provided that it was the 
consensus of the House of Representatives that the problem of maintaining 
private construction and repair yards should receive immediate study. 

This is the first time to my knowledge that a committee of Congress has made 
a special study of only the private shipbuilding and ship-repair industry. Many 
studies have been made with respect to the merchant marine industry in general, 
and the results attained in the last Congress with respect to the construction, 
alteration, and overhaul of vessels and the carrying of cargoes was most 
encouraging. 

However, I believe that I can safely state that as far as the shipyards in this 
area are concerned, a new construction program of tankers and merchant ships 
and such larger vessels will of itself not be productive of having any such vessels 
constructed in this area. Such programs are generally not sustained sufficiently 
to permit the expenditure of the funds necessary to prepare the required ship- 
building facilities. However, such a shipbuilding program for the whole industry, 
on an overall basis, is of course excellent, because as the merchant marine 
becomes larger, there will be more overhaul and maintenance work required, 
which should, if properly allocated, inure to the benefit of the private shipyards. 

I believe it can be safely stated, with respect to the industry in the whole 
United States as well as in southern California, that a new shipbuilding program 
of larger vessels will take some time to get underway. The industry needs 
immediate relief. 

The question then is, what can we do about it? 

The shipbulding and ship-repair industry is a proud industry and we are not 
asking for charity nor a subsidy. We feel that it is an industry essential to the 
general welfare and common defense of this country. By the very nature of this 
industry the necessary equipment, machinery, and tools are expensive to procure 
and to keep up. The industry must have work to survive. We feel that there 
is work available for the private shipyards if properly allocated by the 
Government. 

In the first part of 1953 on the Pacific coast there was a total of about 50,000 
shipyard workers, of which about 38,000 were in naval shipyards and 12,000 in 
private shipyards. I do not have these figures up to date but I believe the ratio 
will be about the same. 

In October 1952 in the Los Angeles-Long Beach-Newport Beach California area, 
private shipyards employed only 118 men on naval repair work while at this 
same time the Long Beach Naval Shipyard employed about 8,300 men and the 
Navy repair base at San Diego about 4,000 men. That is 12,300 to 118 on Navy 
repair work. 

On Wednesday, February 18, 1953, at its regular monthly meeting at the 
Lafayette Hotel at Long Beach, Calif., the Propeller Club of the United States, 
Port of Los Angeles-Long Beach, adopted the following resolution: 

“The Propeller Club of the United States, Port of Los Angeles-Long Beach, 
urge the Navy, Army, and other governmental agencies owning or operating 
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vessels to order all alterations, repairs, and periodic overhaul for such vessels, 
be undertaken in private shipyards to the full extent that such private shipyards 
can perform the required work.” 

The Los Angeles Chamber of Commerce, at a meeting of its board of directors 
held on Thursday, February 19, 1953, adopted the following recommendation : 

“The Los Angeles Chamber of Commerce urge the Navy, Army, and other 
governmental agencies owning or operating vessels to order all alterations, re- 
pairs, and periodic overhaul for such vessels be undertaken in private shipyards 
to the full extent that such private shipyards can perform the required work.” 

Similar conditions existed throughout the United States and the shipbuilding 
industry had conferences with Charles Thomas, now Secretary of the Navy, 
who was then Under Secretary of the Navy. Mr. Thomas readily realized that 
this situation should be corrected and in about March of 1953 the Navy Depart- 
ment issued a directive to its shipyards to the effect that naval repair work on 
various types of naval vessels should be allocated to private shipyards. There- 
after the private yards commenced receiving more naval repair work. 

I believe the administration was actuated by the principles of economy, free 
enterprise, and national defense. It appears to me that economy, free enterprise, 
and national defense are somewhat synonymous with the purposes of our Con- 
stitution, which were to establish justice, insure domestic tranquillity, provide 
for the common defense, and promote the general welfare. 

At the time of our hearings with Secretary Thomas, some naval officers tried 
to say that the yards did not possess sufficient skills to do the work. The yards 
denied this, but if it were true, it would be the greatest reason there is that more 
repair work be allocated to private yards. If we do not have the skills, where 
will we obtain them in time of war unless we train in time of peace? 

The concentration of skills in naval shipyards, which on this coast number 
five including the base at San Diego, would be contrary to the best principles of 
national defense and to the statement of the House Armed Services Committee in 
reporting on the Navy’s vessel authorization bill for 1953, in which the committee 
stated that “the dispersal of ship construction facilities is an essential element 
of our national security.” 

In our system of free enterprise—which has built this country—there is no 
more reason that the Navy should undertake its own repair and construction 
work on vessels than that all naval or military airplanes should be built by the 
Government. 

When the naval shipyards were ordered to give more work to private yards, 
there were persons who were against it, which were in the main organizations of 
naval shipyard workers who sought to perpetuate themselves in a job. I have 
been informed that in a naval shipyard the number of employees is fixed at a 
certain figure, regardless of whether they can be kept economically employed at 
all times. In order to reduce the working force in a naval shipyard, I understand 
the authority must come from Washington. 

In private shipyards the number of employees fluctuates with the workload. 
When there is no work, the men are laid off. A private shipyard must work in 
this manner to exist. 

rhe Navy is its own customer. It can control the amount of work that will 
be sent to its yards. Private yards must wait and hope for work. Recently I 
have been informed that a great deal of work on naval vessels has been under- 
taken in the Long Beach Naval Shipyard which, under the directive of the Secre- 
tary of the Navy, should have been allocated to private shipyards. The private 
shipyards should not be put in a position where they must constantly complain 
that the Navy is not obeying its own directives. 

Perhaps remedial legislation is necessary to change the present custom in force 
in naval shipyards so that in the future the local naval shipyard commander can 
lay off men when he has no work, without applying to Washington, and thus put 
into effect sound, economical principles. Otherwise the men are not economically 
employed or are used to repair vessels that should have gone to private shipyards 
It might be that naval appropriation bills should provide that at least a certain 
percentage of funds for naval ship repair must be expended in private shipyards 

In peacetime if a private yard cannot get work, it must go out of business, and 
when it goes out of business, it sells its assets and dismantles its yard. Private 
owners of yards could not afford to put the yard in mothballs. A Navy yard could 
close and the Government could afford to lay it up. The Government has such 
a yard at Los Angeles, known as the Western Pipe and Steel Shipbuilding Yard. 
It can be easily activated in time of war. 
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I am not at all advocating the closing of naval shipyards. They possess certain 
large graving docks and heavy equipment that a great many private yards on 
this coast do not have. I do think that the allocation of work to naval shipyards 
on the Pacific coast should be looked into with the thought of a more equitable 
distribution. I believe the figures will now show that the Navy yard at Long 
Beach gets less naval work than any other naval yard on this coast. 

“Without belaboring the point further, we in the private shipbuilding and ship- 
construction industry know that right today, when we need it badly, there 
is work that can be allocated by the Government to private yards, which can be 
done in private yards more economically, which will promote national defense, 
and be upon the sound basis of free enterprise. This may reduce the number 
of workmen in the Navy yards but they will be employed by the private yards, 
There will be a dispersal of the concentration of repair work in naval ship- 
yards and a survival of private shipyards. 

Would this committee rather see private shipyards close or naval shipyards 
close, or would you rather see the happy medium of each existing side by side 
for the best interests of the country? This can be accomplished by allocating 
more naval work to private yards. This is our one immediate source of work 
which is already available. 

Another thing that can be done is to prevent the construction of naval vessels 
in private shipyards in foreign countries. As of June 30, 1953, under the mutual 
defense assistance program, the United States spent or contracted for the 
construction of $539,561,137 worth of vessels, of which 69.47 percent was pro- 
cured in the United States and 30.53 percent, or $237,140,184 was procured in 
foreign countries. This did not include any procurement during the fiscal year 
ending June 30, 1954, and during this latter year the offshore procurement of 
naval vessels amounted to about $30 million. In the budget for the present 
fiscal year there are other funds allocated for this purpose. 

These vessels are not built with counterpart funds. They could have been and 
should have been built in the United States. The vessels built in the United 
States under the mutual defense assistance program were turned over to the 
foreign countries and are manned by their own crews. This should be sufficient 
proof that all of these vessels could have been built in the United States. For- 
eign shipyards have been booming since the war, and ours have been in a 
depressed condition. Building these vessels in foreign shipyards was like 
bringing more coals to Newcastle. The European shipyards were extremely 
busy and therefore the building of these additional vessels was not helping the 
mobilization base in Europe, while it was hindering the same in this country. 
During this same time that we were letting these contracts in Europe, resolutions 
were being passed in this country by committees and other factfinding bodies 
saying that our shipbuilding industry was distressed and should be helped. It 
simply does not make sense. Recently minesweepers were let by this country to 
be built in Yugoslavia. A shipyard in northern California was finishing its 
Navy shipbuilding program about the same time and laying off a lot of men and 
it posted on its bulletin board the news release concerning the building of these 
ships in Yugoslavia, and I am informed that it suggested to its employees that 
they might get work in Europe. This shipbuilding in foreign countries has 
greatly aroused the ire of the American shipyard worker, and rightly so. 

These vessels built in foreign countries were smaller vessels and affected the 
smaller yards, and finally, on March 19, 1954, the small yards of this country 
arranged a meeting in Washington, D. C., at the Pentagon, with the Department 
of Defense, Department of State, and Foreign Operations Administration, in 
an attempt to stop the expenditure of the $58 million for foreign ship con- 
struction then remaining for the fiscal year 1954. I would like to present to 
the committee the record of these proceedings, as it may contain information 
that may be valuable. At this meeting we were able to have the Department 
of Defense produce its directive with respect to offshore procurement and I 
would like to introduce into the record a copy of this directive, dated August 
17, 1951, No. 2125.1. 

I would like to call the committee’s attention to the provision of this directive 
Which states that items will be selected with the view that their procurement 
in Europe will not result in one or more of the following: 

(a) Unjustifiable cost in comparison with procurement in the United 
States. 
(b) Delays in delivery unacceptable to the Joint Chiefs of Staff. 
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(ce) Serious adverse effects upon the United States economy, employment 
or industrial mobilization base 
(ad) Any threat to the security interests of the United States. 
It is very evident that in procuring these vessels in foreign countries the De- 
partment of Defense disobeyed its own directive. because to do so had serious 
dverse effects upon the United States economy, employment, and the industrial 


mob ation base of shipyards, and was a threat to the security interests of the 
Ur ed States 

hese ships contained many secret devices and in our shipyards no alien em 
ployee can have access to the work except by the consent of the Secretary of the 
Navy, d yet we are building these vessels in countries where there are known 
Com! sts by the thousands 


At this meeting at the Pentagon on March 19, 1954, the Government diverted 
the construction of approximately $28 million worth of vessels which were to be 
let in European yards to the United States yards. All of the $58 million could 
have been so diverted. I understand that the present budget for fiscal 1955 has 
additional funds for expenditure in European shipyards. I would suggest that 
hereafter all appropriations in this respect provide that all vessels under mutual 
aid be built in the United States. It may be a little late but it’s better to save 
what may be left 

In the event of surplus labor in any geographical area, I would recommend that 
in the future any manpower policy with reference to the awarding of contracts 
be on an industry basis rather than on a geographical basis. It may be that a 
certain geographical area will have a labor surplus in a certain industry and 
a labor shortage in another industry. Manpower policy No. 4 did not take this 
into consideration. For example, the New York area had a labor surplus of tex 
tile workers. It had a shortage of shipyard workers. Textile workers could 
never qualify as shipyard workers. A shipyard in Terminal Island, Calif., bid 
for the construction of three naval vessels and was the lowest bidder in the 
United States. Under manpower policy No. 4 the Navy was required to ask a 
Shipyard in the New York surplus labor area if it would take the contract at 
that price and a New York shipyard did so. The California shipyard was obliged 
to lay off American workers. The New York shipyard was not able to get sufli- 
cent shipyard workers and received permission from our Government to import 
alien shipyard workers from Nova Scotia in order to perform the contract. This 
is a situation, of course, that should never exist. 

There has been some talk that our Government with respect to the rehabilita 
tion of South Korea, intends to furnish the South Koreans with fishing boats. 
I recommend that these fishing boats be constructed in the United States, and not 
in Korea 

At the outbreak of World War IT one of the very first things that the Gov- 
ernment did was to ask the owners of yachts and private vessels if they would 
permit the yachts to be used and manned for submarine patrol purposes. In 
some instances yacht owners donated the use of their yacht to the Government 
during the period of the war, without compensation, and these yachts were 
returned, sometimes in very bad condition, without just compensation for their 


repair. The Government also found that the operators and owners of these 
vachts and private vessels had a great deal of knowledge with respect to 
maritime matters, such as navigation, rules of the road, seamanship, and so 
forth, and they formed a great pool of potential naval officers. It is well known 
that the owners of vachts and private vessels in England saved innumerable 


lives in the Dunkirk invasion 


During peacetime the repair and construction of these private vessels forms 
one of the basic businesses of small shipyards. Due to high labor costs and 
material costs, owners of these vessels are not keeping them in good condition. 


This is a great loss of work to the private shipyards, and in case of war the 
Government would find these necessary vessels in a somewhat bad state of 
repair 

In the oil industry a certain amount of depletion is allowed as an income 
tax deduction in order to stim ate the production of oil 

I would recommend that a thorough study be made for the purpose of 
amending our income-tax laws so that the owner of a private vessel which can 


be used in an emergency shall be permitted to deduct as a cost and expense for 


income-tax purposes the cost of keep, repair, alteration, and fuel to said 
vessels This might seem fantastic and almost sacrilegious to some. How- 
eve with a thorough study it can be seen that such a thing would accomplish 





two vital purposes: (1) To have these vessels kept in a better condition for 
use in a national emergency, and (2) to stimulate the business of the private 
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shipyards. I have been told that such action by Congress would be one of the 
greatest helps that these small yards could have. Of course the shipyards, 
if they made a profit on this work, would be obliged to pay an income tax to 
the Government. 

On the Pacific coast there has been a large fishing fleet. Before the war 
this fleet aided greatly in keeping the yards busy with its construction and 
repair. In the last several years the tuna fishing fleet has been forced to cur- 
tail its activities because of the large importations of fresh tuna from Japan 
and Peru, which, because of lack of proper protective duties, could be sold 
cheaper in this country than that caught by our own fishermen. The industry 
has had hearings in Washington, D. C., to get the tariff raised. It was said 
that the State Department objected. In the meantime the fishing industry 
languished and the shipyard industry suffered. 

The purpose of our Government is to insure domestic tranquillity, provide 
for the common defense, and promote the general welfare. To have raised 
the duty on tuna would have insured the domestic tranquillity of our fishermen 
It would have given the shipyards more work and hence provided for the 
common defense, and thus have promoted the general welfare of all. 

The State Department probably did not know that it was hurting our national 
defense. The Defense Department probably did not realize the effect upon the 
shipyards. 

I am informed that at the present time our fishing vessels are lying in the 
harbors of San Pedro and San Diego with their holds full of tuna and have 
been there about 60 days because there is no market since the canneries have 
plenty of tuna on hand, a great deal of which has been imported from Japan. 

I think it is poor public policy that permits an industry in a foreign country 
to be built up and causes a similar industry in this country to rot 

We have many other problems in our industry that can be helped by the 
Federal Government without any cost to the taxpayer and which will in effect 
pay dividends. We trust that this committee will recognize our problems, which 
are not only our problems but those of the Federal Government which, under 
the Constitution of the United States, must provide for the common defense, 
and to do so there must be maintained a healthy, efficient, vigorous, capable 
private shipbuilding and ship repair industry 

I greatly appreciate having had this opportunity to appear before this 
committee 

R. D. SWEENEY. 


EXECUTIVE OFFICE OF THE PRESIDEN 
OFFICE OF DEFENSE MoBILIZATION 
August 28, 1952 
[Defense Manpower Policy No. 4, Notification 57] 
Placement of Procurement With the Shipbuilding Industry 


NOTIFICATION TO DEPARTMENT OF DEFENSE AND GENERAL SERVICES ADMINISTRATION 


The Surplus Manpower Committee, appoiuted under Defense Manpower Policy 
No. 4, has reported to the Director of Defense Mobilization its recommendations 
in the matter of placement of procurement with the shipbuilding industry These 
recommendations have been reviewed within the Office of Defense Mobilization to 
determine their relationship to other policies affecting procurement for which 
this Office has responsibility, and no conflicts exist. 

The Department of Defense and the General Services Administration are here 
by notified that upon full consideration, the Director of Defense Mobilization 
has concluded that it is in the public interest to place Government contracts with 
the shipbuilding industry in accordance with the attached recommendations of 
the Committee and the provisions of Defense Manpower Policy No. 4. 

The Department of Defense and the General Services Administration are re- 
quested to submit, within 30 days, copies of the instructions they have issued 
implementing this notification. They are further requested to submit monthly 
reports of the actions taken under this notification 

OFFICE OF DEFENSE MOBILIZATION, 
JOHN R. STeeLMAN, Director (Acting). 
\ttachment. 
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RECOMMENDATIONS OF THE SURPLUS MANPOWER COMMITTEE CONCERNING THE 
SHIPBUILDING INDUSTRY UNDER DEFENSE MANPOWER Po.Licy No. 4 


In accordance with section III, paragraph 8 of Defense Manpower Policy No. 4, 
a panel of the Surplus Manpower Committee held public hearings, beginning 
August 6, 1952, on the shipbuilding industry. After consideration of the report 
of that panel, the Committee makes the following recommendations in the interest 
of preserving the skills and maintaining the productive facilities of the ship- 
building industry. They are conceived in terms of the possibilities of the use 
of Government procurement, to whatever extent practicable, for purposes of 
maintaining the effective functioning of the shipbuilding industry as a whole. 

Accordingly, it is recommended : 

1. The entire shipbuilding industry should be excluded from the operation of 
the surplus labor area preference procedures of Defense Manpower Policy No. 4 
and should be certified as an industry to be dealt with under section 8 of that 
policy 

2. The Defense Department should vigorously apply procedures, including 
negotiated contract procedures, designed to secure the maximum possible utiliza- 
tion of surplus shipbuilding labor skills and facilities in all shipbuilding areas 
of the United States. To this end, the Defense Department should take all prac 
ticable steps, consistent with sound nationwide distribution of shipbuilding con- 
tracts and with other procurement and military objectives, to place contracts 
with firms located in areas that have a surplus of shipbuilding labor skills and 
shipbuilding facilities. 

3. Such part of the total Government shipbuilding program as is to be carried 
on in private yards should be spread as widely as practicable, both as to the num- 
ber of private yards to be brought into the program and as to the geographical 
dispersal of Government shipbuilding work throughout the country. To this 
end: 

(a) In the placement of shipbuilding contracts, preference should be given, 
whenever practicable, to firms which can meet their contract obligations with- 
out any substantial use of overtime labor and without the construction of new 
facilities. 

(b) Whenever practicable, proposals should be invited and contracts awarded 
on a small-lot basis rather than on a large-lot basis. Small-lot procurements, 
which permit sma vards to bid and spread the work among a larger number of 
private yards, should be employed to the maximum practicable extent 

(c) It is the present policy of the Bureau of Ships of the Navy Department 
to divide shipbuilding work between the private yards and the navy yards in a 
maner that preserves the vigor of both private yards and navy yards and holds 
navy yard overtime to the practicable minimum. This policy is sound and 
should be vigorously maintained and enforced by the Bureau of Ships. 

OFFICE OF DEFENSE MOBILIZATION, 
ARTHUR S. FLEMMING, 
Chairman, Surplus Manpower Committee. 

Approved, 

JOHN R. STEELMAN, 
Director (Acting). 
Office of Defense Mobilization. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
tuqust 20, 1952. 


FINDINGS, CONCLUSIONS, AND RECOMMENDATIONS OF PANEL AUTHORIZED ‘To Con- 
pucT HEARING CONCERNING SHIPBUILDING INDUSTRY PURSUANT TO SECTION S 
OF DEFENSE MANPOWER Po.icy No. 4 


Mr. ARTHUR S. FLEMMING, 
Chairman, Surplus Manpower Committee, 
Office of Defense Mobilization, Washington, D.C 
Dear Mr. FteMmMiInG: By your letter of August 4, 1952, the undersigned were 
authorized to conduct a public hearing, pursuant to section 8& of part III of 
Defense Manpower Policy No. 4, concerning the placement of procurement con- 
tracts with the shipbuilding industry. In the second paragraph of your letter 


9) 
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of authorization we were requested, at the conclusion of the hearing, to submit 
our findings, conclusions, and recommendations to the Surplus Manpower 
Committee 

Hearings were held before the panel on August 6, August 7, and August 15, 
Nineteen witnesses appeared, and written statements were received from many 
other interested persons and organizations. On the basis of the factual informa 
tion presented by the witnesses and in the written statements, we hereby submit 


to the Surplus Manpower Committee the accompanying findings, conclusions, and 
recommendations 

Because of the considerable time-urgency of this matter, we have done ever) 
thing possible to expedite our discharge of the duties conferred upon us by your 


letter of authorization For this reason we are now submitting our findings, 
conclusions, and rcommendations unaccompanied by any detailed appendix or 
supplementary documents. Our findings are rather lenethy and, for the most 


part at least, self-explanatory If time permits, however, we shall attempt to 
prepare and send to you a brief supplementary memorandum chiefly designed to 
indicate the places in the transcript of the panel's proceedings at which factual 
information supporting our findings, conclusions, and recommendations is to be 
found. 

The members of the panel are indebted to all of the witnesses at the hearing, 
and to the other persons who submitted written statements, for the carefully 


prepared and candidly presented information brought to our attention in the 
course of the hearings. We wish to record our particular appreciation to the 
Department of Labor (Bureau of Employment Security) and to the Department 
of Navy (Bureau of Ships) for the valuable background studies made by them 
and presented to the panel at the outset of the hearings. 
Sincerely yours, 

VLADIMIR TDD. CHAVRID. 

M. C. YANGELL, Captain, USN. 

Harry WILLMER JONES, Presiding Officer. 


FINDINGS, CONCLUSIONS, AND RECOMMENDATIONS OF THE SHIPBUILDING INDUSTRY 
PANEL 


The following findings, conclusions, and recommendations are based upon the 
factual information presented in the course of a public hearing authorized by the 
Surplus Manpower Committee and conducted by the panel pursuant to section 8 
of Defense Manpower Policy No. 4. 

In its letter of authorization, dated August 4, 1952, from the Surplus Man- 
power Committee, the panel was directed to receive evidence with respect to 
the following matters: 

1. ‘The nature and extent of the labor surplus in the shipbuilding industry, in- 
cluding the availability of skills necessary to the fulfillment of Government con- 
tracts and purchases, and the need for preserving these skills in the public 
interest. 

2. The nature and extent of the facilities in the shipbuilding industry, includ- 
ing their suitability and availability for the fulfillment of Government contracts 
and purchases, and the need for maintaining these facilities in the public interest 

3. Whether it is in the public interest that insofar as it affects the shipbuilding 
industry, Defense Manpower Policy No. 4 should be applied to the shipbuilding 
industry as a whole in order to achieve a greater utilization of the manpower 
skills and facilities of the entire industry than is currently the case. 

4. Appropriate methods of applying the policy to the shipbuilding industry in 
the event an affirmative finding is made under paragraph 3 above. 

The panel was also requested, at the conclusion of the hearing, to submit to 
the Surplus Manpower Committee its findings, conclusions, and recommenda- 
tions concerning the above listed matters and all material issues of fact pre- 
sented during the hearing. 

Hearings were held before the panel on August 6, 7, and 15, in room 159, 
Executive Office Building, Washington 25, D. C. Nineteen witnesses appeared 
at the hearings, and written statements were received by the panel from many 
other interested persons and organizations. On the basis of the factual informa- 
tion presented by the witnesses at the hearings and in the written statements 
submitted to the panel, the panel has arrived at and submits to the Surplus 
Manpower Committee the following findings, conclusions, and recommendations, 
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A. FINDINGS 


1. The following distinctive characteristics of the shipbuilding industry are 
of the particular significance in determining the effects of the application of 
Defense Manpower Policy No. 4 to the industry 

(a@) Almost one-half of all shipbuilding and boatbuilding employment in the 
United States is carried on in the Government-operated navy yards (naval ship- 
yards) 

(b) In addition to the employment in navy yards, approximately 35 percent of 
all employment in private ship and boat yards is engaged in work on Government 
contracts 

(c) A flow of Government work is very important tto the vigor, and in many 
cases to the survival, of most private ship and boat yards. Many factors con- 
tribute to this dependence of the private yards on a flow of Government work, 
ncluding (i) the falling-off in the market for commercial vessels and pleasure 
raft; and (ii) the diffie dties encountered by many private boat builders in se- 
curing controlled and o her scarce materials for use in their non-Government 
work 

(d) A private shipbuilding or boatbuilding firm normally incurs very substan- 
tial costs in the preparation of bids o1 proposals for Defense Department con- 
tracts. 

) At peacetime levels of operation, shipbuilding, including boatbuilding and 

ship repair, requires a high percentage of skilled labor and, particularly, re- 
quires an exceptionally wide range and large variety of labor skills. 
f) Shipbuilding is a feast or famine industry. Except in times of all-out war 
production, shipyard facilities do not operate at more than a small percentage 
of full capacity Employment in the industry rises and falls dramatically in 
accordance with changes in the magnitude of the contemporaneous Government 
shipbuilding procurement program 

(7) Although shipbuilding activity today is above prewar levels, shipbuilding 
(including boatbuilding) is a distressed industry, in the sense that the industry’s 
facilities are operating at only a small fraction of capacity and the great majority 
of former shipbuilding workers are not now employed in the industry. In fact, 
because of the great spread between the shipbuilding facilities that should be 
maintained against the possibility of total mobilization and the facilities that 
can be used in peacetime, shipbuilding is always a distressed industry except 
during times of all-out war production. This perennially distressed condition 
mmakes the industry exceptionally subject to being affected and thrown out of 
balance by unequal distribution of work among the many private yards competing 
for Government contracts 


2. The private ship and boat yards are an important national defense asset. 
Past experience indicates that in the event of total mobilization all the facilities 
of all the private yards would be called upon for war production, and there 
would be need for even additional facilities. It is in the interest of national 
ecurity that the private yards be preserved with their facilities in good operat- 
ing condition and with their nuclei of shipbuilding labor skills 

3. It is in the interest of national security that facilities and labor skills for 
shipbuilding, boatbuilding, and ship repair be dispersed as widely as practicable 
throughout the United States and that there be no undue concentration of these 
facilities and skills in any particular area or areas of the country. The unique 
applicability of this dispersal policy to the shipbuilding industry has long been 
recognized by the Navy Department and has been set forth as a major procure- 
inent objective by Congress and its responsible standing committees. 

!. There is insufficient justification, either functionally or in industry history, 
stinguish for purposes of Defense Manpower Policy No. 4 between shipbuild- 
ng as an industry and boatbuilding as an industry or to distinguish ship repair 
from the rest of shipbuilding All segments of the industry draw on substanti- 
ally the same labor force, the distinctive characteristics listed in finding No. 1 
apply to all segments of the industry, and the policy of wide geographical dis- 
persal of facilities and labor skills is equally applicable to the shipbuilding, 
boatbuilding, and shiprepair segments of the total industry. 

5. The essential facts concerning the nature and extent of the labor supply in 
the shipbuilding industry are as follows: 

(a) Total employment in the industry, both private yards and navy yards 
(naval shipyards), varies greatly from time to time according to the size of the 
then current Government shipbuilding procurement program. In December 1943, 
at the peak of World War II activity, total shipbuilding employment reached a 
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high of 1,700,000, sy June 1950, immediately before Korea, employment had 
dropped to 149,000, less than 9 percent of the World War LI high. 

(0) Total shipbuilding employment has increased since Korea. The Labor De- 
partment’s estimate for June 1952 shows total employment at approximately 
290,000, which is almost double the employment figure for June 1950 but still 
only about 17 percent of the World War II high 

(c) The beneiits of the increase, since Korea, in total shipbuilding employment 
have not been uniform in all shipbuilding areas. Thus, for example, in the area 
of Tacoma, Wash., employment in the boat yards is now only 8 percent of the 
19483 employment high as compared to the national average figure of 17 percent 
of the 1943 employment high 

(d) The current division of total shipbuilding employment between the private 
vards as a group and the navy yards as a group is considerably more favorable 
from the point of view of the private yards than was the case in 1951. During 
11 months of 1951 employment in the navy irds was somewhat greater than 
that in the private yards. During the first 6 months of 1952 employment in the 
private yards has been somewhat greater than that in the navy yards, and esti- 
mates for the remaining months of 1952 show that private yard employment will 
continue to increase at a rate greater than the rate of increase in the navy 
vards 

(ec) As stated above in finding No. 1 (e) shipbuilding, including boatbuilding 
and ship repair, requires a high percentage of skilled labor. This is particularly 

‘ue at peacetime levels of shipyard operation. Moreover, shipbuilding and boat- 
building require the services of almost every skilled trade and so call upon a 
perhaps unique range and variety of labor skills. 

f. It is essential in the public interest that these varied shipbuilding labor 
skills be preserved and that shipyards throughout the country be enabled to 
retain their indispensable nuclei of skills 

¢g. There appears to be no prevailing correlation between the existence in an 
area of an overall labor surplus and the existence in that area of a surplus of 
workers with the varied technical skills needed for shipbuilding. A group IV 
area may actually have a shortage of shipbuilding labor skills. This is true 
because of the wide fluctuation in the levels of shipbuilding employment in any 
one area and the many different skills that the shipbuilding industry employs 

6. The essential facts concerning the nature and extent of the facilities in the 
shipbuilding industry are as follows: 

a. Existing private yard and navy yard facilities, including those held in 
reserve, would be capable of maintaining a total production rate at least five 
times as great as that contemplated during the period covered by fiscal 1953 
Thus, if existing shipbuilding facilities are measured only against the expected 
rate of construction during fiscal 1953, it could be said that there are surplus 
facilities in the industry. But there is no surplus of facilities if the measure 
applied is one of need in the event of total mobilization Should total mol 
tion come, all existing shipbuilding facilities, both private yard and navy yard, 
would be needed for war production, and past experience indicates that there 
would actua}ly be need for the constructidon of substantial additional facilities 

b. Facilities in the shipbuilding industry are widely dispersed throughout the 
east coast, west coast, gulf coast, and inland waterways. As stated in finding 
No, 5, this pattern of wide facilities dispersal is an important national security 
consideration. 

c. The only present group IV areas with major shipbuilding or boatbuilding 
capacity are New York City and Tacoma, Wash., the New York City facilities 
being vastly greater and more varied than those in Tacoma. There are other 
group IV areas, e. g., Parkersburg, W. Va., which have minor boatbuilding 
facilities of importance to the economy of the local community. 

d. It is in the public interest that existing shipbuilding faciilties, both private 
yard and navy yard, be maintained in operating condition and with their nuclei 
of skilled labor retained. It is further in the public interest, for the reason 
stated in finding No. 3, that the pattern of nationwide dispersal of shipbuilding 
facilities be preserved to the extent practicable. 

7. The Bureau of Ships of the Navy Department is the procurement agent of 
the Defense Department for all types of ships, boats, and water craft to be used 
by the Navy, the Army, and the Air Force. Since the end of World War IT the 
Bureau of Ships has employed competitive procurement procedures in the award 
of its new construction to private yards, except with respect to the placement of 
contracts for certain vessels, like aircraft carriers and submarines, for which 
adequate facilities exist only in particular yards. Since the total value of avail- 
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able Government work is very small compared to the number of private yards 
competing for the work, many bids or proposals have ordinarily been received on 
each procurement offering. 

8. Since the effective date of Defense Manpower Policy No. 4, the Bureau of 
Ships has altered its usual competitive procurement methods to meet the area 
preference requirements of that policy. After bids or proposals are received 
and the lowest offer ascertained, firms located in group IV areas are given an 
opportunity to meet the lowest offer received by the Bureau of Ships on the 
procurement in question. If a group IV firm is willing to accept the contract 
at the lowest offer received from a firm not located in a group IV area, the group 
IV firm is awarded the contract. During the past month this procurement prefer- 
ence for firms located in group 1V areas has been modified so as to apply only in 
situations in which the group IV firm’s original offer on the contract was within 
120 percent of the low offer. The procurement advantage given to firms in group 
IV areas has not gone beyond the described opportunity to meet the low offer; 
no price differentials have ever been extended to group IV firms by the Bureau 
of Ships 

9. During the 2 months of May and June 1952, application by the Bureau of 
Ships of the area preference procedures of Defense Manpower Policy No. 4, as 
described in finding No. 8 above, resulted in the diversion of vessel construction 
having a total estimated cost of $12,995,930, a monthly diversion average of 
$6,497,965. Practically all of this vessel construction was diverted to a single 
shipbuilding area, the New York City area. 

10. Private shipbuilders, particularly boatbuilders, not located in group IV 
areas have shown increasing reluctance to incur the costs necessary for the 
preparation of bids or proposals on Government contracts because of a belief that 
operation of the area preference procedures will prevent them from receiving 
the contracts even though they may be the low bidders. 

11. If the Bureau of Ships continues to extend procurement preference to 
shipbuilding firms located in group IV areas, 40 percent or more of the Defense 
Department’s shipbuilding procurement program for fiscal 1953 could be diverted 
to surplus labor areas. If one excludes vessels which, by their nature must be 
allocated to a yard having necessary facilities, then the possible diversion of 
vessels subject to competitive procurement could amount to 100 percent. A 
diversion of this magnitude would contribute to concentration of shipbuilding 
activity in 1 or 2 areas, would substantially change the pattern of the industry’s 
dispersal and work distribution, and would deprive many small yards, not located 
in surplus labor areas, of the opportunity to receive Government contracts neces- 
sary to the maintenance of their facilities and to the retention of their indis- 
pensable nuclei of skilled workers. 


B. CONCLUSIONS 


1, Continued application to the shipbuilding industry of the procurement pref- 
erence procedures of Defense Manpower Policy No. 4 will result in substantial 
diversions of Government shipbuilding contracts to firms located in surplus 
labor areas. These diversions of Government work could total 40 percent or 
more of the Defense Department's shipbuilding procurement program for fiscal 
1953 

2. In view of the “feast or famine” nature of the shipbuilding industry, the 
indispensability of a flow of Government work to the survival of the private 
shipyards, and the national defense importance of wide dispersal of shipbuilding 
skills and facilities, the shipbuilding procurement diversions to be anticipated 
from continued application of the area preference procedures of Defense Man- 
power Policy No. 4 would have a major effect on the operation of the entire 
shipbuilding industry. 

3. For the purpose of determining the applicability of Defense Manpower 
Policy No. 4, there is no realistic or administratively workable way to break the 
shipbuilding industry down into smaller industry units. Shipbuilding, including 
all forms of boatbuilding and ship repair, is the appropriate industry unit for the 
purpose of Defense Manpower Policy No. 4, and the recommendations of this 
panel, hereinafter submitted, are applicable to all Government shipbuilding 
procurement, 

4. On the information presented at the hearings before this panel, there is 
no necessary correlation between the existence in an area of an overall labor 
surplus and the existence in that area of a surplus of workers with the varied 
technical skills needed for shipbuilding. 
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5. Since it is an important national defense objective that private shipyards 
in all parts of the country be kept in vigorous operating condition, with their 
essential facilities and skilled work forces intact, it is not in the public interest 
to grant a preference in the award of Government shipbuilding contracts to 
firms located in a surplus labor area unless it is demonstrable that the overall 
labor surplus in that area actually includes a surplus of the technical labor skills 
needed for shipbuilding. 

6. The development and vigorous application by the Defense Department of 
the procurement procedures hereinafter set forth in recommendation No. 3 and 4 
will contribute to the maximum utilization of shipbuilding facilities and labor 
skills and to the desired wide spread of Government shipbuilding work among 
private yards in all parts of the country. 


©. RECOMMENDATIONS 


1. The entire shipbuilding industry should be excluded from the operation of 
the surplus labor area preference procedures of Defense Manpower Policy No. 4 
and should be certified as an industry to be dealt with under section 8 of that 
policy. 

2. The Defense Department should vigorously apply procedures, including 
negotiated contract procedures, designed to secure the maximum possible utiliza- 
tion of surplus shipbuilding labor skills and facilities in all shipbuilding areas 
of the United States. To this end, the Defense Department should take all 
practicable steps, consistent with sound nationwide distribution of shipbuilding 
contracts and with other procurement and military objectives, to place contracts 
with firms located in areas that have a surplus of shipbuilding labor skills and 
shipbuilding facilities. 

3. Such part of the total Government shipbuilding program as is to be carried 
on in private yards should be spread as widely as practicable, both as to the 
number of private yards to be brought into the program and as to the geographical 
dispersal of Government shipbuilding work throughout the country. To this end: 

(a) In the placement of shipbuilding contracts, preference should be given, 
whenever practicable, to firms which can meet their contract obligations without 
any substantial use of overtime labor and without the construction of new 
facilities. 

(b) Whenever practicable, proposals should be invited and contracts awarded 
on a small-lot basis rather than on a large-lot basis. Small-lot procurements, 
which permit small vards to bid and spread the work among a larger number of 
private yards, should be employed to the maximum practicable extent. 

(c) It is the present policy of the Bureau of Ships of the Navy Department 
to divide shipbuilding work between the private yards and the navy yards in a 
manner that preserves the vigor of both private yards and navy yards and holds 
navy yard overtime to the practicable minimum. This policy is sound and should 
be vigorously maintained and enforced by the Bureau of Ships. 

VLADIMIR D, CHAVRID, 

M. C. YANGELL, Captain, United States Navy. 

HakkY WILLMER JONES, Presiding Officer. 
AvaustT 20, 1952. 





STATEMENT OF Mr. Epwarp H. Kocn or THE NAvy’s BureEAU OF Suips BEeroreE THE 
SHIPBUILDING PANEL, SURPLUS MANPOWER COMMITTEE, OFFICE OF DEFENSE 
MOBILIZATION, ON Avucust 6, 1952 


Dr. Jones, members of the shipbuilding panel, ladies and gentlemen, I under- 
stand that the purpose of this hearing is to evaluate the effect of Defense Man- 
power Policy No. 4 on the operations of the shipbuilding industry in order to 
determine whether or not the continued application of this policy to the industry 
is in the public interest. 

The Navy’s Bureau of Ships, which I represent, is responsible for the procure- 
ment of ships and other watercraft for the Department of Defense. I believe, 
therefore, that this Bureau’s experience in implementing Defense Manpower 
Policy No. 4 may be of assistance to the panel in its appraisal of the policy’s 
effect on the shipbuilding industry. 

As we all know, a healthy shipbuilding and boatbuilding industry is indispen- 
sable to our national defense. One of the Navy’s primary objectives, therefore, 
is to maintain a nucleus of active, well-equipped private yards upon which we 
can rely for emergency ship and boat construction in the event of total mobiliza- 








310 WEST COAST MARITIME INDUSTRIES SURVEY 


tion. In a maritime nation such as ours, any significant deficiency in either 
shipyard facilities or vital shipyard skills would constitute a serious weakness 
in our mobilization reserve. 

Unfortunately, the shipbuilding industry has always been a feast or famine 
industry. In wartime, our shipyards expand to capacity production. For exam- 
ple, during World War II, the private shipbuilding and boatbuilding industry 
( structed about 63 percent of our combatant ship tonnage, as well as virtually 
all of our auxiliaries, landing craft, and small boats. This was necessary because 
the naval shipyards were largely occupied in converting, reactivating, overhaul- 
ing, and repairing combatant ships. 

In peacetime, however, the majority of our private yards 
For ¢ mple, during the peak year of 1943, both naval and commercial shipyards 






languished in idleness. 









emploved an average of approximately 1.690,050 productive workers By com- , 
parison, the average total of productive workers in the industry during 1951 was 
only 229,73 I shall read you a tabulation, by areas, of the distribution of these 
workers in 1951 as compared to 1943: 
« 
VM s ‘ 24. 42 12 
é S54 
{ 128 
} =g = 14 3] 
TI omparison indicates that shipyard employment as present is less than 15 
percent of our peak requirements during World War II, and that shipyard employ 
I t on the east coast is closer to mobilization levels today than on the west coast 
and gulf coast This is true despite the admitted existence of areas of general 
labor surplus on the east coast. 
In the past, after each emergency, highly skilled shipyard personnel have dis- 
persed to other industries which provide more stable employment. Most of them 
ul leaving the shipbuilding industry, do not return except in time of emergency, 
which results in critical time being lost in retraining them 
While it is true that in the past we have always had time to mobilize our active 
shipb ing potential, a future emergency we may not have sufficient time 
or this reason, it is highly important that we maintain a broad base of active 
operating yards—vards which can draw on a background of experience and know 
h in the construction of ships and craft for defense purposes. 
It is also important—for obvious reasons—that we avoid any undue concen 
tration of defense ship and boat construction in a particular area or areas of the 
country. In this connection, the House Armed Services Committee, in reporting 
( the Navy's vessel authorization bill for 1958 (H. Rept. 1681) made the follow 
ing statement: - ® 
Che Committee on Armed Services * * * repeats * its considered belief 
that the dispersal of ship-construction facilities in the various coastal areas in the 
I ( tes, including the Great Lakes and inland waterways, is an essential 
element our national securit and that any construction contracts awarded 
pursuant to the authorization contained in this bill should be distributed through- p 


out these various coastal areas in such manner as to encourage the dispersal of 

vital shipbuilding facilities and to prevent undue and dangerous concentration 

in any particular area or areas of the United States.” 

The Navy Department fully concurs in this statement of the House Armed 

Services Committee. The Secretary of the Navy recently announced that 
It is the Navy’s policy, insofar as practicable, to distribute its shipbuilding and 

conversion work among shipyards located throughout the country. ‘This is done 


to maintain a broad mobilization base and to encourage dispersal of operating 





shipbuilding facilities.” 
Fortunately, our country’s shipyard and boatyard facilities are widely dis 
persed throughout the east coast, west coast, gulf coast, and Great Lakes and 


inJand waterways. Many of these, of course, are yards which have been inactive 
since World War II Many others are industrial reserve yards owned by the Gov- 
ernment In addition, there are numerous small boatyards which have been com 


pelled, principally because of a scarcity of critical materials, to curtail their 
construction of pleasure and fishing craft and to seek Government work instead. 

The Navy’s primary problem at present, therefore, is not one of facilities. 
There is a very substantial surplus of shipyard facilities in almost every mari- 
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time area of the country in comparison to the small volume of available defense 
work. Because of a serious lack of work from commercial sources, the entire 
shipbuilding and boatbuilding industry can rightfully be considered a distressed 
industry. This is one of the reasons why the Bureau of Ships has been able to 
award virtually all of its new construction to private yards on a competitive 
basis. This method of procurement has proved to be not only most equitable to 
the private shipyards but also most economical to the Government. Moreover, 
the Bureau has followed the practice of awarding its construction work only to 
active operating yards, because the reopening of closed facilities would only add 
to the distressed condition bf the industry. 

Since the inception of Defense Manpower Policy No. 4, the Bureau of Ships, 
in its negotiated procurements of ships, boats, and other watercraft and com- 
ponents thereof, has given full support to the policy as implemented by the 
Munitions Board and by the Office of Naval Material. Firms in certified surplus 
labor areas have been given the opportunity to meet low quotations submitted by 
firms not located in such areas. 

Until recently, there have been no certified surplus labor areas in which ship 
building is a major industry except those on the east coast. The application of 
the aforementioned policy has resulted, therefore, in the forced diversion of con 
struction work from other areas of the country, particularly from the west coast 
to the east coast. 

The bureau has received numerous protests, principally from west coast 
congressmen and shipyard interests, urging that the entire shipbuilding industry, 
as a distressed industry, be exempted from the provisions of Defense Manpower 
Policy No. 4. Some of these protests have considerable merit. West coast 
spokesmen argue that since the volume of defense ship construction is very small 
in comparison to the great number of private yards competing for such work, 
awards should be made, as in the past, on a normal competitive basis with no 
preference being shown to firms which happen to be located in an area of general 
labor surplus. It is stated that the west coast, rather than the east coast, has a 
surplus of skilled shipyard workers. 

During the period May through June 1952, the application of Defense Man- 
power Policy No. 4 has resulted in the diversion to the east coast of vessel 
construction having a total estimated cost of $12,995,930, or a monthly average 
of approximately $6,497,965. Of this total, $12,327,906 represented vessel con 
struction diverted to the New York area Details of these awards are as 
follows: 





lotal estimated 


Type of vessel anal Area deprived of award 
/-LOOt patrol Doats $668, 024 West coast. 
4A MS 60 class minesweepers 5, 205, 000 West coast 
120-foot steel deck cargo barges bs 294,150 | Great Lakes and inland waterways 
210-foot floating repair shops 5, 996, 656 Gulf coast 
$7-foot patrol boats 832, 100 West coast. 


The following is the average monthly distribution of vessel construction awards 
made by the Bureau of Ships during the preceding 22 months, as compared with 
the average monthly gain or loss sustained by the respective areas during the 
period May through June 1952 by virtue of Defense Manpower Policy No. 4: 


Monthly average | Monthly average 


from July 1, 1950 gain or loss, 

Area through Apr. 30,; May througt 

1942 June 1952 
Fast coast ‘ 2 $28, 500, 000 +$6, 497, 965 
West coast 17, 000, 000 3, 352, 562 
Gulf coast 11, 500, 000 2, 998, 328 
Great Lakes and inland waterways 5, 200, 00 147, 07 


From the foregoing tabulation it will be noted that the east coast scored an 
average 22.8 percent increase as a result of Defense Manpower Policy No. 


4, whereas the west coast, gulf coast, and the Great Lakes and inland waterways, 
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sustained average losses of 19.7 percent, 26.1 percent, and 2.8 percent, respec- 
tively, during the aforementioned period. Construction of all of these vessels, 
especially the minesweepers and floating repair shops, require the services of 
highly skilled marine engineers and shipyard workers. While these procure 
ments may not have had a major impact on the shipbuilding and boatbuilding 
industry, their diversion to the east coast points to an unwholesome trend 
which will, in time, defeat the announced objectives of Defense Manpower 
Policy No. 4 and will, moreover, handicap the Navy in its efforts to achieve 
essential mobilization and procurement objectives. Continued diversions of ship 
construction work from the west coast and gulf coast will increase rather than 
minimize the strains and dislocations in the economies of these areas, will cause 
the loss of vital shipyard employee skills, and may curtail, in such areas, the 
productive shipbuilding facilities upon which the Navy must rely in the event 
of total mobilization. 

Heretofore, the Bureau has achieved, through normal competition, an equitable 
distribution of ship construction work throughout the country. This method of 
distribution has been particularly valuable from a mobilization standpoint, 
because yards which are successful in a competitive procurement are usually 
those which have the experience and skill to produce the particular type of ves- 
sels under procurement most economically and expeditiously, both now and under 
emergency conditions. The application of Defense Manpower Policy No. 4, how- 
ever, deprived us of some of the advantages of competition. It has been the ex- 
perience of the Bureau that firms not located in certified surplus labor areas are 
reluctant to spend time and money in preparing proposals which, even though 
low, may be rejected, and that firms located in certified areas tend to withhold 
their best prices until they are requested to meet low prices submitted by firms 
not located in such areas. 

Because of the greatly curtailed shipbuilding program for 1953, it is antici- 
pated that the retention of an adequate mobilization base of operating private 
shipyards will become increasingly difficult. Funds for the second large carrier 
are being charged against funds originally earmarked for numerous other vessels 
in the 1953 program. The current volume of work is very small in comparison 
to the number of yards competing for such work. In fiscal 1953, this volume wil! 
be even smaller. This fact highlights the need for a wide distribution of the 
available work. 

The Bureau of Ships recently assigned the construction of the second large air 
craft carrier of the Forrestal class to the New York Naval Shipyard. It is antici- 
pated that this work will require the services of several thousand skilled ship- 
yard workers per day during the construction period. While there were, of 
course, sound logistic reasons for assigning the carrier to New York, the Bureau, 
nonetheless, anticipates some difficulty in obtaining the highly varied skills 
required for a project of this magnitude. Construction of this carrier, which is 
estimated to cost $209,700,000, should stimulate business throughout the New 
York area. It is conceded, however, that this work may not increase employment 
for textile or garment workers, or others comprising the current labor surplus 
in the New York area. New York may continue, therefore, to remain a certified 
surplus labor area, thereby obtaining as a result of Defense Manpower Policy 
No. 4 an even greater abundance of vessel construction work. It is considered 
that this will create an artificial and dangerous concentration of shipbuilding 
in the New York area which will be directly contrary to the Navy’s mobilization 
and procurement objectives and to the will of the House Armed Services Commit- 
tee as previously stated. 

In conclusion, the Bureau of Ships, invoking the savings clause of section 6 of 
Defense Manpower Policy No. 4, finds that the continued application of the policy 
to the procurement of ships, boats and other watercraft, is inconsistent with 
“other procurement and military objectives” of the Navy. 


17 August 1951 
Number 2125.1 
DEPARTMENT OF DEFENSE DIRECTIVE 


Washington 25, D. C. 


Title 600. International Programs and Administration 
Subtitle 15. Offshore Procurement 
No. 2125.1. Stimulation of Military Production in Europe 
1. A sound logistic future for the NATO forces requires that they be able to 
support themselves in combat from local sources. The establishment of a sub- 
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stantial indigenous production is therefore an indispensable part of the medium 
term defense plan. The results of efforts made to date toward stimulating mili- 
tary production in Europe are far short of European needs. 

2. This directive therefore enunciates the principle that increasing munitions 
production on the continent of Europe is an urgent military necessity. In further- 
ance of this principle, it will be the aim of the Department of Defense to foster a 
self- supporting military production capacity on the continent which will become 
self-sufficient and which at the same time will not conflict with the security 
interests of the United States. 

8. Accordingly, the military departments will plan and submit recommended 
illustrative programs of procurement from European manufacture of a selected 
list of items, including acceptable European substitutes, listed in the fiscal year 
1952 and subsequent MSA material programs. Emphasis should be placed on 
items which have a high combat mortality and those for which programmed 
United States production is inadequate. Items will be selected with the view 
that their procurement in Europe will not result in one or more of the following: 

(a) Unjustifiable cost in comparison with procurement in the United 
States. 

(b) Delays in delivery unacceptable to the Joint Chiefs of Staff. 

(c) Serious adverse effects upon the United States economy, employment, 
or industrial mobilization base. 

(d) Any threat to the security interests of the United States. 

4. Coordinate agencies will be kept informed of current plans in order that 
political and economic problems may be foreseen and solved. Appropriate action 
will be sought to insure that the procurement activities of the military depart- 
ments and the United States position on the international bodies of NATO are 
fully coordinated and mutually supporting. 

Rosert H. Lovert, 
Acting Secretary. 

Mr. Sweeney. Thank you. Then, briefly, to go from that point to 
another, I would like to point out that something could be done to 
help this industry on this coast. As you all know, the fishing industry 
was a great industry on this coast. The sardines have disappeared ; 
we hope they will come back. I don’t think any legislation could 
bring them back, but the tuna indus try has been very adversely af- 
fected by the imports of cheap tuna from Japan and Peru. The 
tuna fleet has been laid up, and I hope, when you go to San Diego, 
you will see the vessels that have had a load of tuna aboard for 60 
days because the canneries can’t take them because they are flooded 
with a great deal of the cheap Japanese tuna. 

The yards here used to repair and build a lot of these vessels. It 
has fallen off tremendously and I would think, from the point of view 
of national defense, that we could raise the duty on tuna and preserve 
the fishing industry in this area which not only will help the fisher- 
man but it will help the shipyards tremendously. 

I have also, in my statement, touched on a few other matters which 
I think might be of help, but I think my time is running out and I 
want to say that I greatly appreciate having had this opportunity to 
appear before the committee and we all stand ready here to do any- 
thing that we possibly can to be of any assistance and we certainly 
are delighted that this committee has come out here to listen to us. 

Mr. Auten. Thank you very much, Mr. Sweeney. I suggest you 
leave it with the reporter and you can file it with the committee 
records, 

Mr. Norsiap. I don’t have so much of a question as I do a comment 
for both yourself and others in the room. On page 6 of your state- 
ment, you discuss the necessity of keeping up a shipbuilding and ship- 
repair industry and facilities. Well, we realize that only too well, but 
it is quite a job to try to sell that to the lowa Congressman. He does 
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not quite see it and that is a big portion of our job. Oregon, Wash- 
ington, or California, there is no trouble in selling it at all, but Mid- 
western areas don’t quite see eve-to-eye W ith us and that is the difficulty. 
You Say that the facts are very simple, and that is true as far as we 
are concerned, certainly. 
Mr. Sweeney. I appreciate that very much. The Propeller Club 


of the United States tried to carry on an education program for several 
vears. The Iowa farmer doesn’t get shot at as we might along the 
coast. I don’t mean to say that he isn’t as patriotic as anybody in 


this coun try, but he doesn’t realize the circumstances and I know that 
makes it very difficult. 

Mr. Mamu1Arp. Mr. Sweeney, I wonder, along the line of that ques- 
tion that Mr. Norblad raised, | wonder if through the Propeller Club 
or chambers of commerce, it might not be worthwhile to try to produce 
some figures which would show what the ship—well, let us say the 
entire maritime industry—actually does mean in dollars ihe cents to 
the people in busines other than in coastal areas. I would guess that 
if you actually followed the construction of the ship, you would find 
that it put dollars in pockets in every State in the Union. 

Mr. Sweeney. That is absolutely true and I did see those figures 
and it is just amazing what goes into a ship and who sup yplies the com- 
ponent parts and it’s spread all over the country and it helps each and 
every oneofthem. I think that is an excellent suggestion. 

I don’t know where those figures are, but they do exist, and I was 
astounded to see them. It isn’t just the people here who get the bene- 
fit; it is all over the country. 

Mr. Mariurarp. We know that is true, but we've got to convince 
them. 

Mr. Sweeney. I think those figures are available because I have 
seen them years past. 

Mr. Norsiap. On page 9 of your statement you also discuss a reso- 
lution of the House Armed Services Committee. Do you feel that 
that committee should go into the matter of the allocation of work 
by the Navy on their ship repair work ? 

Mr. Sweenry. If this committee doesn’t have jurisdiction, yes; I do. 
Somebody should. It is some thing that can be done. 

Now, I think what I am going to say now, I have been told to be a 
fact, is this one thing: You take a naval shipyard and they say the 
celling is 10,000 men. Now, the local naval shipyard commander, 
if his work slacks off, he cannot lay off any men unless he gets an 
was ay ty from Washington. 

Now, that does two things. First, it makes work. He tries to keep 
1,000 or 1.500 men busy that have nothing to do which is uneconom- 
ical, or it creates the desire to grasp something that should, under the 
directive ae now exists, Zo to private yards. I don’t necessarily 
blame him, but that is what hap pens, and I think something should 
be done. If private yards operated in such a manner that we didn’t 
decrease our working force when the load decreased. we would be 
broke overnight, and one thing that I think should be done is to pre- 
vent such a situation. 


It just isn’t any good. It vernment can’t operate as private in 
dustry does, and we know, w ‘tunately, the Government operation 
isn’t economical, then they sho .\\n’t operate at all if private industry 


can do it, and we sav we can do ii 
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aoe a private yard closes like you went by yesterday, you can't 
see ‘alifornia Ship hardly, you can’t see Consolidated Steel; they 
are gone. If a naval shipy: ard doesn’t get enough work, they can lay 
up their facilities in mothballs and be ready. Not private yards; they 
are gone if we don’t get the work; we are through, but there is a happ) 
medium there. 

I don’t want to be quoted as Say Ing I advocate the closing of naval 
shipyards. Il have been in most of the naval shipyards in the United 
States and I wouldn’t want to ever think of closing them, but from a 
national defense econ my and free enterprise point of view, they 

should get some of that work. There isnt any sense for the Navy 
shipy: ards to be doing all the repair work. They might as well build 
all the: arp ylanes and vet rig it into it. There isn’t any clitference. 

lt jus st happens to be ships. That isall. But fundamentally there 
is no difference. I don’t know, Mr. Norblad, if the Armed Services 
Committee should get into this or not. As a matter of fact, legisla- 
tion isn't essential. ‘There is a directive existing now that, if it is 
supplemented and lived up to religiously, I think it might fill the bill. 

There is this to be said on this « oast, too: That the naval shipyards 
do not vet a proper allocation of work. As we know, some ot the 
vards do more work than others. Down here the naval shipyard 
adele gets less than those up north. [ think that should be leveled 
off a littie more. That will spread the private work a little more, too. 

Mr. Norsiap. You wouldn't want me to advocate that, would you 4 

Mr. Sweenry. Well, there comes a time in every man’s life when 
he has got to say W hich is first, Inv country or me, 

Mr. Norsiap. I am talking about the yards in Oregon or Washing- 
ton against those down here. Now, the reason I asked you—I am now 
and have been for a number of years on the Armed Services Commit 
tee, for 9 years. I am reas sonably high-ranking, and I could very 

easily raise the question there, because jurisdiction over Nav) would 
come before that committee rather than this probably. 

Mr. Sweeney. I think that would be excellent. I don’t know the 
intricacies of the jurisdiction. I don’t even know aie unions Vet, 
but I do know that there is such a thing, and I think it would be 
excellent if you could do it. 

Mr. Auten. Thank you very much, Mr. Sweeney. We appreciate 
both your statement and the fact that you bring a wealth of local 
information to us. 

Mr. Sweeney. Thank you ever so much. 

Mr. Auien. I understand that Mr. Zimmerman, of the Long Beach 
Chamber of Commerce, finds it necessary to leave shortly, and I will 
change the established order and call on you how, Mr. Zimmerman. 


TESTIMONY OF VINCENT F. ZIMMERMAN, MANAGER, TRANSPOR- 
TATION DEPARTMENT, LONG BEACH CHAMBER OF COMMERCE, 
LONG BEACH, CALIF. 


Mr. ZimMERMAN. Thank you, Mr. Allen. Gentlemen, I have a very 
brief statement. I am Mr. Zimmerman, transportation manager, 
Long Beach Chamber of Commerce, and I am speaking on behalf 
of the chairman of our harbor committee and of our organization 
here in Long Beach. 


54686—54——_21 
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My statement is very general. You undoubtedly are familiar with 
conditions in this area, as well as having been informed by others 
maki @ statements here as to specifics in the maritime decline in 
recent years, so I would like to just briefly give you the feeling of 
the Lor oe Beach Chamber of Commerce, which concurs, I believe, 
toa lar ve extent Ww ith that of the Los Angeles Chamber of ( ‘ommerce, 
representing Los Angeles C ounty asa whole. 

Continuing decline of the American merchant marine with propor- 
tionate increase of foreign shipbuilding in the postwar pe riod has 


very sel oush affected the whole United States economy. Sup ypliers 


of American goods for export, both agricultural and manufactured, 
have become more and more dependent upon foreign vessels for car- 
riage of waterborne cargoes. 

As! de from the obvious direct injury to the shipbuil ling and ship- 
repair industry, the financial stability of the entire community where 
such industry exists is threatened. Moreover, raw materials, steel, 
marine engines and parts are assembled by hundreds of manufactur- 
ing firms, many far distant from yards and drydocks. Consequently, 
industrial cities and towns in the hinterland, though removed from 
actual port operations, eventually feel the pinch of a fall-off in ship- 
building activity. 

The Long Beach Chamber of Commerce, through its harbor com- 
mittee, has aed the Maritime Administration’s program for 
increased shipbuilding and repair in United States yards. This 
organization feels such action to be a step in the right direction, though 
recently proposed allocations cannot be interpreted as a panacea for 

long-ailing industry. 

The entire economy must be revitalized by a planned program of 
new construction and replacement for both active and reserve fleets. 
This can only be accomplished by utilizing to maximum capacity exist- 
ing facilities on the west coast and throughout the Nation. 

For the well-being of the shipbuilding and ship supplier industries, 
the United States economy, and defense, the Long Beach Chamber of 
Commerce strongly urges continued efforts toward achieving a well- 
balanced American merchant marine adequate for commercial needs 
now and in time of national emergency. 

This letter tries to point out some >of the effects of the shipbuilding 
industry upon the suppliers of parts and also the sup porti ng firms 
in general who are de} pendent upon waterborne traffic for the final 
destination of their products in international trade. We feel that, 
on behalf of the community of southern California, as well as other 
communities that have just recently been referred to, statistics on 
which are available, the very serious effect of a decline in shipbuilding 
has its repercussions all the way through the economy and, as such, 
we feel should be taken into consideration on any allocations of ship- 
building contracts and repair contracts in the areas where such facili- 
ties do exist. 

However, as has been pointed out, the national-defense situation is 
one which must also be considered. The merchant marine has long 
been considered the fourth arm of our defense, and I think the Long 
Beach Chamber of Comme rce would very strongly endorse the feeling 
of other communities in maintaining that merchant marine since it 
atfects the well-beinge and calito’ defense of the entire Nation. 
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I think that will serve to give vou some idea of the feeling in this 
community. We, of course, are concerned with our own economy, 
but we are also concerned with the economy of the entire Nation 
as well as its defense mobilization base. That concludes my brief 
statement, ge ‘ntlemen. 

Thank you very much for allowing me to partic ipate. I would like 
to also, at this time, present you with some Long Beach information, 
supplied by the Long Beach Harbor Department. 

Mr. Auten. Thank you, Mr. Zimmerman. 

Mr. Zimmerman, have you ever endeavored to trace the funds 
extended by visiting ships into the economic life of the community ¢ 

Mr. ZimMERMAN. We haven't any statistics available on that, sir, 
but it is a factor, definitely, in the amount of moneys available for 


expenditure within our own community. Purveyors of ships’ sup 
plies, as well as the actual repair work in the yards, constitute a large 
source of income for this community. The actual figures I do not 


have, but I believe they are avail: ible and can be supplied. 

Mr. ALLEN. | noticed in going r through one of the yi ards yesterd: ay 
that they had 2 or 3 oil wells on it. I suppose that helps out. 

Mr. Peusunliat. Definitely. Without the oil, we wouldn’t have 
had our harbor here, no question about that. One hand helping 
the other but, nevertheless, the port of Long Beach seeks to maintain 
a commercial operation as well as an oil operation, you might say. 
They are very much concerned that our economy be continued to 
be made available as far as the shipbuilding industry is concerned, 

Mr. Atuen. Thank you very much. 

Mr. Forster. 


TESTIMONY OF THOMAS B. FORSTER, PRESIDENT AND GENERAL 
MANAGER, FORSTER SHIPBUILDING CO., INC., AND FORSTER 
DESIGN AGENCY 


Mr. Forster. Gentlemen of the subcommittee, I wish to state that 
the report that we will present here is in the interest of 12 shipyards 
who are the total number of yards in the area who have investments 
in waterfront prope rties, so it is a combined re port. 

Mr. Atten. Mr. Forster, will you identify yourself for the purpose 
of our record ? 

Mr. Forster. My name is Thomas B. Forster, president of the 
Forster Shipbuilding Co. I am not going to read the report in its 
entirety but, m — of repetition wherein Mr. Sweeney has re 
ferred, I know, to Manpower Policy No. 4 so that we will pass by 
that particular sae but I will start by making reference to the charts 
that are in the front of the re ports. 

Mr. Auten. At the outset, the entire report will be included in our 
record, and we will be pleased to have the comments. 

(The above mentioned document is as follows:) 


REPORT OF PRIVATE SHIPBUILDING AND SxHrp-RePAIR INDUSTRY OF Los ANGELES- 
LONG Beactt HARBOR AREA OF SOUTHERN CALIFORNIA, OCTOBER 12, 1954 


House of Representatives, Merchant Marine and Fisheries Subcommittee. 


GENTLEMEN: It is the purpose of this report to lay before the cammittee all 
pertinent facts relating to the state and condition of the private shipbuilding 
and ship-repair industry in the Los Angeles-Long Beach Harbor area, 
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Many of the facts produced will have application in other areas as well, but 
in the interest of presenting data that cannot be challenged as hearsay or other- 
wise invalidated or discredited, the text will confine itself to the Los Angeles- 
Long Beach area. However, since an isolation of the local area would not be 
conceivable in practice, neither would an analysis of an individual area be prac- 
ticable For this reason, reference will be freely made to the findings of another 
legislative subcommittee, the Special Subcommittee on Maritime Subsidies of 
the Senate Committee on Interstate and Foreign Commerce. 

Beyond recognition herewith, reference to mobilization potential will be 
deferred as beyond the scope of this report. Reference to the relationship of a 
healthy industry to our national defense will be made only as has been reported 
from the findings of a special panel appointed by the Surplus Manpower Com- 
mittee to hold hearings regarding the Government’s Defense Manpower Policy 
No. 4 as it applied to the shipbuilding industry 

The Director of Defense Mobilization in his notification to the Department 
of Defense and General Services Administration, adopts and implements the 
findings, conclusions, and recommendations of the Surplus Manpower Committee 
appointed under Defense Manpower Policy No. 4. 

This committee was appointed to investigate, among other things, the following: 

“1. The nature and extent of the labor surplus in the shipbuilding industry, 
including the availability of skills necessary to the fulfillment of Government 
contracts and purchases, and the need for preserving these skills in the public 
nterest 

2. The nature and extent of the facilities in the shipbuilding industry, includ- 
ing their suitability and availability for the fulfillment of Government contracts 
and purchases, and the need for maintaining these facilities in the public 
interest.” 

A panel of the Surplus Manpower Committee held public hearings in Wash- 
ington, D. C., commencing August 6, 1952, at which evidence and statements 
were taken in connection with the matters being investigated. While the 
important basic conclusion of the committee was that the entire shipbuilding 
industry (including ship repair) should be excluded from the operation of 
Defense Manpower Policy No. 4, several Committee findings and one of its recom- 
mendations are particularly pertinent to the problem of navy-yard expansion. 

Finding No. 1 of the committee reads, in part, as follows: 

“1. The following distinctive characteristics of the shipbuilding industry are 
of particular significance in determining the effects of the application of Defense 
Manpower Policy No. 4 to the industry: 

“(c) A flow of Government work is very important to the vigor, and in many 
eases to the survival, of most private ship and boatyards. Many factors con- 
tribute to this dependence of the private yards on a flow of Government work, 
including the falling-off in the market for commercial vessels and pleasure craft; 
and the difficulties encountered by many private boatbuilders in securing con- 
trolled and other scarce materials for use in their non-Government work. 

“(e) At peacetime levels of operation, shipbuilding, including boatbuilding and 
ship repair, requires a high percentage of skilled labor and, particularly, requires 
an exceptionally wide range and large variety of labor skills 

“(f) Shipbuilding is a feast or famine industry. Except in times of all-out 
war production, shipyard facilities do not operate at more than a small percent- 
age of full capacity. Employment in the industry rises and falls dramatically 
n accordance with changes in the magnitude of the contemporaneous Govern- 
ment shipbuilding procurement program.” 

The committee's finding No. 2 is as follows: 

“2. The private ship and boat yards are an important national-defense asset. 
Past experience indicates that in the event of total mobilization all the facilities 
of all the private yards would be called upon for war production, and there 
would be need for even additional facilities. It is in the interest of national 
security that the private yards be preserved with their facilities in good oper- 
ating condition and with their nuclei of shipbuilding labor skills.” 

“}. The essential facts concerning the nature and extent of the labor supply 
in the shipbuilding industry are as follows: 
) Total employment in the industry, both private yards and navy yards 
naval shipyards), varies greatly from time to time according to the size of the 
then current Government shipbuilding procurement program. In December 1943, 
it the peak of World War II activity, total shipbuilding employment reached a 
high of 1,700,000. By June 1950, immediately before Korea, employment had 
dropped to 149,000, less than 9 percent of the World War IT high. 
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“(b) Total shipbuilding employment has increased since Korea. The Labor 
Department’s estimate for June 1952 shows total employment at approximately 
290,000, which is almost double the employment figure for June 1950, but still 
only about 17 percent of the World War IT high. 

“(c) The benefits of the increase since Korea in total shipbuilding employ- 
ment have not been uniform in all shipbuilding areas. Thus, for example, in the 
area of Tacoma, Wash., employment in the boatyards is now only 3 percent of 
the 1943 employment high as compared to the national average figure of 17 
percent of the 19483 employment high. 

‘(d) The current division of total shipbuilding employment between the pri 
vate yards as a group and the navy yards as a group is considerably more favor- 
able from the point of view of the private yards than was the case in 1951 
During 11 months of 1951 employment in the nevy yards was somewhat greater 
than that in the private yards. During the first 6 months of 1952 employment in 
the private yards has been somewhat greater than that in the navy yards, and 
estimates for the remaining months of 1952 show that private yard employment 
will continue to increase at a rate greater than the rate of increase in the 
navy yards. 

“(e) As stated above in finding No. 1 (e), shipbuilding, including boatbuilding 
and ship repair, requires a high percentage of skilled labor. This is particularly 
true at peacetime levels of shipyard operation. Moreover, shipbuilding and 
boatbuilding require the services of almost every skilled trade and so call upon 
a perhaps unique range and variety of labor skills. 

“(f) It is essential in the publie interest that these varied shipbuilding labor 
skills be preserved and that shipyards throughout the country be enabled to 


retain their indispensable nuclei of skills 


“(g) There appears to be no prevailing correlation between the existence in 
an area of an overall labor surplus and the existence in that area of a surplus 
of workers with the varied technical skills needed for shipbuilding. A group IV 
area may actually have a shortage of shipbuilding labor skills. This is true 


because of the wide fluctuation in the levels of shipbuilding employment in any 


one area and the many different skills that the shipbuilding industry employs.” 
The committee stated, in its finding No. 6, in part, as follows: 
“6. The essential facts concerning the nature and extent of the facilities 


in the shipbuilding industry are as follows: 

a) Existing private yard and navy yard facilities, including those held 
in reserve, would be capable of maintaining a total production rate at least 5 
times as great as that contemplated during the period covered by fiscal 1953. 
Thus, if existing shipbuilding facilities are measured only against the expected 
rate of construction during fiscal 1953, it could be said that there are surplus 
facilities in the industry. But there is no surplus of facilities if the measure 
applied is one of need in the event of total mobilization. Should total mobiliza- 
tion come, all existing shipbuilding facilities, both private yard and navy yard, 
would be needed for war production, and past exper'once indicates that there 
would actually be need for the construction of substantial additional facilities.” 

Recommendation 8 (c) of the Surplus Manpower Committee provides: 

“It is the present policy of the Bureau of Ships of the Navy Department to 
divide shipbuilding work between the private yards and the navy yards in a 
manner that preserves the vigor of both private yards and navy yards and holds 
navy yard overtime to the practicable minimum. This policy is sound and should 
be vigorously maintained and enforced by the Bureau of Ships.” 

The following is extracted, in full, from the Bureau of Ships Journal, October 
1953 : 


“A MESSAGE FROM THE CHIE! 


“The security of our country requires a healthy private shipbuilding industry 
able to assume, upon mobilization, its fair share of the Navy’s vastly increased 
shipbuilding, conversion, and repair workload. Yet, because of factors largely 
beyond its control, this industry is finding it difficult to obtain enough work to 
prepare for its planned mobilization tasks. Commercial ship construction is at 
a low ebb, and no new construction work in the form of Government-subsidized 
freighters or passenger ships is in prospect during fiscal year 1954 

“The principal remaining source of work for private yards is the construction 
and maintenance of the Navy’s ships. As in previous years, the Bureau plans 
to assign a major share of its new construction work to private yards during 
fiscal year 1954; and greater number of naval vessels will go into commercial 
yards on both the east and west coasts for repair and overhaul. 
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At the same time, the Navy will continue to rely heavily upon its own ship- 

rds While there will be moderate reductions in naval shipyard employment, 
the Navy has no intention of dissipating its force of skilled shipyard employees. 
Our goal is an apportionment of work that will help the Nation’s basic ship- 


building industry, naval and commercial, in a sound condition, ready to respond 
to any emergency. 





“WW. D. LEGGETT, Jr.” 


It is felt that the statement of Rear Adm. W. D. Leggett, Jr., Chief of the Bureau 
f Ships before the Water Transportation Subcommittte of the Senate Interstate 
ind Foreign Commerce Committee, April 26, 1954, should be introduced in its 
» provide background for the statements to follow 

Mr. Chairman and members of the subcommittee, I have come here today, at 


your invitation, to discuss the importance of the private shipbuilding industry 








) our national security, with particular reference to S. 3219, a bill to facilitate 
private financing of new ship construction 

\s coordinator of shipbuilding, conversion, d repair, I am _ responsible 

irement of ships and othe wate! ift for the Department of Defense. 

I am also responsible for coordinating repairs and conversions of ships and 


1e Department within the United States, for mobilization planning, 
epresenting the Department in the coordination of such matters with 


M ine Administration and other Government agencies. 

iH ! these responsibilities, I am tally interested in any new proposal 
wh may affect the economic outlook of our private shipyards 

\ healthy private shipbuilding industry, which is a primary concern of the 


Bureau of Ships, cannot be maintained by Navy shipbuilding programs alone. 
it is dependent also upon the existence of a healthy merchant marine. 

‘An adequate peacetime merchant fleet helps to insure that a healthy private 
hipbuilding industry will be av: mobilization, to supply our vast 
and urgent requirements for new sh ps and shipwork of all kinds. The outset 
of two world wars found our country’s shipbuilding industry unprepared to meet 





liable, upol 





the sudden demands placed upon it In both of those wars, however, we had a 
‘ r two to recruit and train shipyard personnel, expand our facilities, and 
get started on the business of augmenting our merchant marine. Even with this 
notice, we suffered severely in 1942 and 1948, before our private shipbuilding 





industry could respond with ne onstruction to counterbalance the serious 
osses we were encountering. 

During World War II, more than 1,31 
turned out by private industry, p l uusands of merchant ships. 
Mmployment reached 1,378,000. The industry built about 63 percent of our 
combatant ship tonnage, as well as virtually all of our auxiliaries and landing 
ratt 


ant ships of all types were 





Our present situation often is compared to 1939. I believe that to be some- 

n confronting us today with regard to the ship- 

uuilding industry is more like 1941 than 1939, in the sense that our mobilization 
planning does not envisage a prolonged period available for preparation. Actu- 
illy, because of the increased complexity of modern naval, and to a lesser 
extent, merchant vessels, the facilities and skills we should have today should 


what misleading. The situat 


Le more diverse and in larger numbers than we had in 1941. 

“It is my opinion that the industry is not prepared today to meet the sudden 
challeng f a full-scale emergency I December 1941 there were 366,400 

nuployees in our private shipyards. In January 1954 there were 118,100. In 
Deceml 1941 the private shipbuilding industry had under construction or on 
order SS6 merchant ships of 2,000 gross tons « ovel foday we have about 29 
oceangoil merchant ships under construction, all of which, except 3, are 
scheduled for completion this year No new orders for oceangoing ships were 


placed in 1953 and such additional work of this kind as appears to be in prospect 
st has many hurdles to clear. 

ve that you will be interested in knowing just what steps the Navy 
has taken to improve the economic condition of the private shipbuilding and 
repair industry. First, the Navy, for the past several years, has been awarding 
most of its new construction work to private yards. During fiseal 1954, all of 
such work is going to private industry. Up to the present. we have been 
reasonably successful in helping to maintain, through normal competition, a 





fairly broad mobilization base of operating yards widely dispersed throughout 
our coastal areas We could not have done this unless there has been some 
commercial work to supplement the available Navy work. 
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“With regard to repair work, the Navy, last year, adopted the policy of 
awarding the overhauls of most active fleet auxiliaries, together with selected 
combatant ships, to private yards. Previously, these yards had been regularly 
receiving repairs to service craft, overhauls of reserve fleet ships and similar 
work. During the last 24%) years, the Navy has awarded repair and overhaul 
work having a dollar value of approximately $271 million to private yards. 

“Unfortunately, this additional Navy work has not been effective in stabilizing 
employment in our private yards. During the past several months, private 
yard employment has declined by about 3,000. Later on this year, as the 
privately owned and mariner construction work now in the ways is completed, 
employment is expected to decline drastically. 

“This will result in an increase in the proportion of employees engaged in 
Navy work to total private yard employment Unless new, work is forthcom 
ing, the Navy will thus find itself in the unenviable position of being the industry’s 
principal support. 

“One of the most serious aspects of this situation lies in the fact that highly 
skilled shipyard employees are being dispersed among other industries which 
can provide more stable employment. Once they leave our private shipyards, 
they do not return except in time of emergency. Historically, the bulk of our 
ship construction in prior wars has become available near the end or even after 
the termination of hostilities. In the event of another emergency, we may not 
have enough time to either recruit or train new workers. 

“The Merchant Marine Act of 1936 was enacted to foster the development 
and to encourage the maintenance of a merchant fleet capable of serving as a 
naval and military auxiliary in time of war or national emergency, and com 


posed of the best equipped, safest, and most suitable types of vessels constructed 


in the United States. This act was intended to provide adequate incentives 
for a continuing merchant-ship program. This objective is not, at present, being 
attained. An urgent need now exists for modernization of our active and 


reserve merchant fleets. 

“About 8O percent of our country’s active merchant marine fleet will become 
obsolete in a block within the next 10 years. Moreover, about 8) percent of 
the dry-cargo ships in the national defense reserve fleet have a design speed 
of only 1i knots or less. The bulk of these, of course, consist of more than 
1,400 Liberty ships which were hastily constructed during World War II toa 
design which was already obsolete at that time. 

“The reserve fleet is also deficient with regard to large oceangoing tankers 
and troop ships of adequate speed. 

“Last summer the Department of Defense, in the course of hearing before 
a special subcommittee of the Senate Interstate and Foreign Commerce Com- 
mittee, went on record that there was an immediate deficiency of 214 merchant 
type vessels, consisting of 165 cargo ships, 6 large passenger ships and 43 large 
tankers, 

“It is apparent, therefore, that plenty of room exists for improvement in the 
condition of our merchant marine. Needless to say, effective steps to attain 
such improvement would be of great benefit to the private shipbuilding industry. 

“Based upon our analysis of current and prospective workload needs of the 
industry, and pending the implementation of some permanent solution, it would 
appear that the shipbuilding potential of our country must be supported by some 
interim, emergency measure such as a Government-sponsored or emergency 
construction program. It is not my privilege or responsibility to recommend 
What such a program should be. For the provision of minimum workload 
in the shipyards, however, it should start at the earliest possible time and con 
sist of at least 20 ships annually. It would not, in any sense, be a permanent 
solution to our problem. It would, however, keep a number of yards from 
closing in the next year. 

“The only permanent solution is, of course, to provide greater incentives to 
commercial operators, to place orders for new merchant ships on a continuing 
basis. Such a program would best fulfill the national policy stated in the 
Merchant Marine Act of 1936, by providing us with an annual increment of new 
Ships and at the same time, furnish needed work and stable employment for 
our private shipbuilding industry. 

“While it is apparent that greater incentives for private risk capital are re- 
quired, I do not consider it within my province to suggest the form and extent 
of such inducements. 

“I am authorized to say, however, that the Department of Defense supports 
8. 3219 in principal. The Department is in accord with the purpose of the 
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timulation of new merchant ship construc- 
types of ships may be brought into being 
mav be greatly benefited. These are worth- 


visions may be desirable, the Department 


considers that speci comment on detailed provisions of the bill is within the 
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tments and agencies 
it that the Navy is gravely concerned with 


ry which was in effect deciared a distressed 
dilv since that time The Navy finds itself 
hecoming almost the sole source of support 
re facing now the practical question of 

up. It is grim prospect for them and 

st with what we have, but I think we 
struction programs cannot alone support 
shipyards for both naval and merchant 

ind members of the subcommittee, for 

! a matter so important to our national 
owll review of legislation passed by the 


Mr. L. R. Sanford, president of the Ship 


a flv review for the membership of the 
d the recent session of the Congress and 


vhich affects the maritime industry 











S ‘ if the se \ he recalled, the outlook for at least 
f nw cht However, energetic action by all 
f ted Members of the House and Senate, representa- 

p ents of ‘ 1 meres White House, including 

the Pre ‘ R \ presentatives of the shipping and ship- 
ling | ship-r il ! S S id of the iritime unions, eventually 
eed ‘ ! fy } fore the adjournment of Congress on 
pel n affecting maritime affairs where the 

~ Ve ‘ l rete 

Par credit dd : | er, chairman of the Water Transpor- 

Subcomn Se ( e on Intersta and Foreign Com- 

Rep I 1 1 of the Committee on 

1 Marine nd Fisheries nd to Senator Saltonstall, chairman of the 

Senate Az is ( i ether with the members of their respective 
nmittee 

At ) he 2d s« ! Soul Congress there still did not appear 

en yx what msidered as a sound and properly inte- 

9 ed loi ral ship « t ‘ ogram, for which there has been such a 

( df ng, both fro nt of view of the national economy and 

f e1 ! ‘ \ Hoy s the critical situation rapidly developing in 

nd ! Se \ sed, an emergency program, which grew 

| develo I ngzressional action on a number of unrelated bills 

v) ke lec have tually resulted in what may be considered 

S the I such a long-range program. The net result is a shipbuilding 

potent w \ n it t vy becomes effective in terms of shipyard employ- 

ment nex ‘ W irres he esent and accelerating trend of laying off 

skilled crafts n by the shipyards owing to lack of work In the meantime, 

however ployment in the shipyards will continue to decrease with the delivery 
each e relative Vs remaining on the order hooks. 

It el c* n that tl paration nd adoption of a merchant ship con- 
structic progra for the fis« vear 1956, which is now being ac tively considered 
under instructio om the President, will tend to extend into future years the 
potential already created by the legislation recently passed If that policy is 
follows n successive vears there w have been developed a continuity of ship 
construct here re sadly cking, so necessary to establish and maintain 
efficiency and economy of shipyard operation, so vital to the upgrading of our 

ve merchant fleet, competitively, technologically, and as to age and speed, so 
essential to provide the minimum requirements of the Department of Defense for 
merchant vessels suitable as militar’ ixXiliaries in the event of another M-day, 
and so indispensable to provide an adequate mobilization potential for both the 


shipping industry and the shipbuildin 


g and ship-repairing industry. 
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“The recently passed important legislation which affects both shipping and 
Shipbuilding and ship repair is as follows: 

‘Public Law 458, appropriation covering the naval shipbuilding program : 
Publie Law 575, the so-called long-term charter bill: Public Law 574, trade-in 
and build-tanker program; Public Law 6638, supplemental appropriation bill; 
Public Law 608, emergency repairs to reserve vessels; Public Law 664, cargo 
preferences; Public Law 781, mortgage loan insurance; Public Law 553, scale of 
war-built vessels; Public Law 757, charter of passenger vessels 

‘It thus is evident that substantial progress was made in the session of the 
Congress just ended on behalf of maritime industry generally. More remains to 
be done in the next session before the merchant marine and its corollary, the 
shipbuilding and ship repairing industry, can be placed on the even keel so es 
sential to the promotion of our foreign trade and economic welfare and so indis- 
pensable to our national security. However, we in maritime industry have rea 
son now to feel optimistic about the future as the understanding of our prob 
lems continues to grow, in the administration, in the Congress and in the publ 
at-large. We look forward to the next session of the Congress confident that the 
growing understanding will result in placing maritime industry on much firmer 
ground than it has been in the past.” 

An inventory of our current local condition finds an industry unable to sustain 
even a minimum nucleus of skilled shipyard workers. At present, total em 
ployment is approximately 8 percent of previous peak employment Five local 
ed in new construction have gone out of business. ‘The 






yards previously eng 
remaining local yards find themselves competing with each other for an avail 
able amount of repair Work that cannot sustain even the maintenance of exist 
ing plant and facilities. The available supply of trained personnel with which to 
do a job is diminishing day by day. 

And, for the same reason that new risk capital is not attracted to the industry, 
replacements for the trained people in the industry are not forthcoming In 
fact, one of the more serious problems of the industry as a whole is the person 
nel problem Which is analogous to the problem of “Block obsolescence” of our 
fleet. Many of the leaders and key personnel began their training in the ship 
building program of World War I, some 36 or 37 years ago. Much will be lost 
if these people are allowed to retire without passing on the advantage of their 
vast experience to new people entering the field. Yet, that is our prospect, if 
the present trend is not reversed 

Presented on attached sheet is a graphic portrayal of current employment in 
the local private ship repair industry. Because of many circumstances over 
which there is no control, the local industry has experienced an extreme reduc 
tion in the dollar volume of its private accounts, and it can expect no appreciable 
change in this condition. At present, the largest account of the local yards is 
the Long Beach Naval Shipyard, who, through its industrial manager, contracts 
out a small amount of repair work to holders of Department of Defense master 
ship repair contracts. 

As small as the amount of these jobs may be, proportionately, to the Long 
Beach Naval Shipyard, they represent to the local private repair yards some 
8 percent of their current employment. 

It is respectfully submitted herewith, and supported by the data presented 
on the accompanying charts, that there is available to this area an amount of 
repair work sufficient to allow both the naval shipyard and the private repair 
yards a subsistence level from which any required expansion could be made, 

Although the Government has seen fit to provide direct support to many indus- 
tries to prevent their demise and provide a base for expansion, no direct subsidy 
has ever been requested, or is being requested, by this group. 

In accordance with the principles subscribed to by the administration, private 
industry, as represented by the local body of private ship repair companies, 
stands ready to prove it can do a better job at less cost if given the opportunity. 

It is heyond the scope of this report to define what a minimum subsistence 
level should be for this area. One attached graph indicates that a ratio of naval 
private shipyard employment exists as a national pattern. Another attached 
reveals an entirely different local picture. Attention is directed to this 
disparity as a possible means of immediate relief to the local private ship-repair 





vards. 

No inference is intended that the local private ship-repair industry seek all or 
even a major portion of the workload of the Long Beach Naval Shipyard. A 
review of the current division of manpower, as illustrated on the attached 
chart, will indicate that a more equitable division of the workload is essential. 
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Likewise, no inference is intended that the transfer of an additional amount 
of work will, in itself, offer a panacea to the problems besetting the local ship- 
repair industry. But such a step at this time will undoubtedly retard, if not 
reverse, the trend to financial and personnel depletion which is evident. 

It is suggested to the committee that other means, as well, be sought after 


» allow the pga ding and ship-repair industry to perpetuate itself, not alone 
he maintenance of plant and facilities, but also in the skills and techniques 
so essential and yet impossible to acquire hurriedly. A program of construction 


ype models in the local area could provide a vehicle for perpetrating 


dy acquired skills and the development of new ones, while at the same 
reduce the delivery time and cost of new vessels should the neeed arise 
f } 

The industrial might of the southern California area has experienced a growth 
inparalleled in history. The role of its marine industries, in consideration of 
economic betterment or strategic importance, must realistically be related to the 
new cept rather than to the conditions existing during World War IT. At 
this time, existing plant and personnel are far short of providing such a role. 

The nt and personnel now being maintained can offer less than a satis- 

tory base for expansion, and there is no indication that even this position 
an be maintained. Along with the inequities in Government bidding and ad- 


ministrative procedures, the maintaining of unused facilities becomes an un- 
bearable burden. The problem of attracting technically trained employees is 
ompounded by the competition offered by the Government-stabilized local air- 


aft industry, and the problem of retaining existing skills and techniques in 
the face of the fluctuating workload is still without solution 

In total, time, which in the past has proved to be our ally, is now working 
against us. This is particularly true in the local area, where there is no sub- 
stant imount of new construction to stabilize the industry 





There is confidence, however, that a full understanding of the local problem 
ead to remedial action. 

It is hoped that such an understanding is added to by this presentation. 

Mr. Forster. Thank you, sir. The first report is a chart based on 
the average number of e mployees used in this area from 1941 to 1954. 
This isa percentage based on existing m: power : s against peak man 
power thas was — during the peak period « ft 1943. It is noticed 
that the percentage is approxim: itely S percent, and we would like to 
point out that this Cc antes on woul | be ac tually worse if we were to use 
the figures of those yards that had had construction during the war 
period, who have closed since the war, 

Chart No. 2: It is interesting to note the—shall we say—parallel 
effect of the navy yard employment as against private yard employ- 
ment. Mr. Sweeney made mention of that in his report and if you 
will note at the present period, they are very Cc lo e to 50 percent navy 
yard, 50 percent private yard throughout the Nation 

But, in the next chart, we would like to eraphically portray what 
has happened in the shipyards of Los Angeles-Long Beach Harbor 
area as against that nationwide percentage. We have less than 1,000 
employees, a figure which was checked on October 8, of a total e mploy- 
ment in the private yards in the area which does not include new con- 
struction. ‘3 we pointed out yesterday, the construction program 
within this area is practically completed, so it was not included in 
these figures whatsoever, but the 821 employees is against an assumed 
current employment level at the Long Beach Naval Shipy: ard assumed 
to be 6.300. That assumed figure is. I am quite sure, fairly close, but 
not accurate. 

Mr. Norsiap. Your chart shows a very steady decline in the last 2 
years in the private yards and in the naval s shipyards in the United 
States in chart 2, but it shows ve ry steady in this area on chart 3. 

Mr. Forster. I would not say the proportionary drop that other 
navy yards have had in the area. 
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Mr. Norstapv. Your private yard graph goes down this way and 
Long Beach Naval Yard is straight across. 

Mr. Forster. That is right. To further bring that particular point 
out, if we were to have a graph complete by weeks of private yards, 
the graph of the workload is very hilly and deep valleys where the 
Navy yard in all cases is a fixed ceiling. 

Mr. Auzen. On this graph for Long Beach, do you include then 
nonproductive workers ¢ 

Mr. Forster. Those are direct workers. 

Mr. Atten. Do you get to a point where each yard has an irre- 
ducible minimum that it kee ps on the payroll regardless of work ? 

Mr. Forsrer. Our own yard, for example, we regard our irre- 
ducible minimum as about 20, but we have fluctuated as high as 300. 

Mr. Arten. There are how many yards involved ¢ 

Mr. Forster. There is a total of 12 yards involved in this report 
and 1 ne 1s probabl ly yr one of the smallest. In others, the irreducible 
minimum is much or ater. IL would say in the major ‘ ards, the irre 
— minimum is approximately 75. 

ALLEN. If you took an average of 50 for 12 yards, it would be 
600 as against 6,300 of the Long Beach Naval Shipyard. 

Mr. Forsrer. I am going to read and, as I ret 9 skip those which 
have bee n re fe rred Lo and whie h have become a part of the record. 
Gentlemen, it is the purpose of this report to lay before the committee 
all pertinent facts relating to the state and condition of the private 
shipbuilding and ship-repair industry in the Los Angeles-Long Beach 
Harbor area. 

Many of the facts produced here have application in other areas as 
well, but, in the interest of presenting data that cannot be challenged 
as hearsay or otherwise invalidated or discredited, the text will con- 
fine itself to the Los Angeles-Long Beach area. 

However, since an isolation of the local area would not be conceiv- 
able in practice, neither would an analysis of an individual area be 
practicable. For this reason, reference will be freely made to the 
findings of another legislative subcommittee, the Special Subcom- 
mittee on Maritime Subsidies of the Senate Committee on Interstate 
and Foreign Commerce. 

Beyond recognition herewith, reference to mobilization potential 
will be deferred as be yond the scope of this report. Reference to the 
relationship of a he althy industry to our national defense will be 
made only as e: been reported from the findings of a spec ial panel 
appointed by the Surplus Manpower Committee to hold hearings 
regarding the Government’s defense m: unpower policy No. 4 as it ap- 
plied to the shipbuilding industry. 

The Director of Defense Mobilization in his notification to the De- 
partment of Defense and General Services Administration adopts and 
implements the findings, conclusions, and recommendations of the 
Surplus M: Per Committee appointed under defense manpower 
policy No. 

I will ia ‘n skip from there on. It is a matter of record within man- 
power policy No. 4 which has been brought out. We will then carry 
on to page 5, an extract from the Bureau of Ships Journal of October 
1953 by Admiral Leggett, Jr. 


TE EE 
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A MESSAGE FROM THE CHIEI 

The security of our country requires a healthy private shipbuilding industry 
able to assume, upon mobilization, its fair share of the Navy’s vastly increased 
shipbuilding, conversion, and repair workload. Yet, because of factors largely 
beyond its control, this industry is finding it difficult to obtain enough work to 
prepare for its planned mobilization tasks. Commercial ship construction is at 
a low ebb, and no new construction work in the form of Government-subsidized 
freighters or passenger ships is in prospect during fiscal year 1954. 

The principal remaining source of work for private yards is the construction 
und maintenance of the Navy's ships. As in previous years, the Bureau plans 
to assign a major share of its new construction work to private yards during 
fiscal year 1954; and greater number of naval vessels will go into commercial 
yards on both the east and west coasts for repair and overhaul. 

At the same time, the Navy will continue to rely heavily upon its own shipyards. 
While there will be moderate reductions in naval shipyard employment, the Navy 
has no intention of dissipating its force of skilled shipyard employees. Our goal 
is an apportionment of work that will help the Nation’s basic shipbuilding in- 
dustry, naval and commercial, in ua sound condition, ready to respond to any 
emer; gency. 

I again wish to bring out that point of the national relationship of 
Navy yard employment to private yard employment together with this 
statement of Admiral Leggett’s as against the position that we are in 

n the local area. 

Mr. Auuen. I take it, it is your position that the general policy 
nationwide is one to whic h you it] agree that you believe that the 
ee policy is not being applied in this area. 

\ FORSTER, We feel that way very emphatic: lly. Let us bring 
out further that, if the total number of employees as used in the Navy 
yards at present, is the fair nuclei for the ultimate goal of Navy yards, 
we then should have our same share as the general proportion of the 
balance of the United States, presumably 50 percent to each. 

Mr. ALLEN. Of course, it may be, I suppose, that the vards in other 

PI ; 
parts of the country, particularly on the Atlantic coast, are in the com- 
petitive position which enables them to keep up to the Navy level. 
You wouldn’t be i imp lying to have the Navy come down to your level 
in this area ? 

Mr. Forster. If it is a fair nuclei of Long Beach Naval Shipyard 
for 6,000, then we should have that same proportion of the nuclei 
as far as private yards are concerned, that is the point. 

Mr. Norsiap. Are you speaking of eivilit an .workers in the naval 
yards or are you including all the sailors? 1 noticed a number of them 
working out there yesterd: ay. 

Mr. Forster. I am sure this is the civil-service workers of the Nav y 
yard, 

It is felt that the statement of their Adm. W. B. Leggett, Jr., Chief 
of the Bureau of Ships, before the Water Transportation Subcommit- 
tee of the Senate Interstate and Foreign Commerce Committee, April 
26, 1954, should be introduced in its entirety to provide background 
for the statements that follow. 

Mr. Chairman and members of the subcommittee, I have come here today, at 
your invitation, to discuss the importance of the private shipbuilding industry 
to our national security, with particular reference to S. $219, a bill to facilitate 
private financing of new ship construction. 

I will not go on with that report because I am quite sure it was under 
a section of your committee that received that full report, but I would 
like to point out that, within that report of Admiral Leggett’s, he says: 
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\ he v private shipb ling industry vhich is : ! ry concern of the 
Bureau of Ships, cannot be maintained by Navy shipbuilding programs alone 
It is dependent also upon the existence of a healthy merchant marine. 

Chat is Admiral Leggett’s t] inkit gall the way through. 

P. 2 S point, would | ke to relterate vain what Mr. Sweeney has 

(i. ein no manner, shape, or Torm, WIsii to close the Long Beach 
Navy SI yards. We do wish to have our fairshare. If it is necessary 

udiditional work for the Long Beach Naval Shipyard to have 
ore ork for us to vet oul fair share, we would like to have it. 
go on to page 13 and I will quote from a review of legisla- 
by the 83d Congress, 2d session, 1954, by Mr. L. R. Sanford, 
lent of the Shipbu lders Council of America, 

It may be of interest at this time to briefly review for the membership of the 
society, some of the legislation passed at the recent session of the Congress and 
subsequently signed by the President, which affects the maritime industry. 

At various times during the session, it will be recalled, the outlook for at least 
legislation was none too bright. However, energetic action by all 





} 





ands, including 


but not limited to, Members of the House and Senate, represent 
atives of the Departments of the Navy and Commerce, the White House, includ 


ing the President himself, as well as the representatives of the shipping and ship 
building and ship-re ring tries and of the maritime unions, eventually sue 

ed l yy favorab t before the adjourt ent of the Congress on 
practically all pertinent pending legislation affecting maritime affairs where 
the proposals were in concrete legislative form 


Partin r credit is due to Sei 





lla or Butler, chairman of the Water Transpor 
tation Subcommittee of the Senate Committee on Interstate and Foreign Com 
merce, to Representative Tollefson, acting chairman of the House Committee on 
Merchant Marine and Fisheries and to Senator Saltonstall, chairman of the 
Senate Armed Services Committee. together with the members of their respective 


committees 


I bring that in as realizing that this committee of which you are a 
part has done a swell job, and as far as we are concerned, we just don’t 
want 1t to stop. 

On page 1/, an inventory of our current local condition finds an 
industry unable to sustain even a minimum nucleus of skilled shipyard 
workers. At present, total employment is approximately 8 percent of 
previous peak employment. Five local yards previously engaged in 
new construction have gone out of business. The remaining local 
yards find themselves competing with each other for an available 
amount of repair work that cannot sustain even the maintenance of 
existing pla t and facilities. 

Phe available supply of trained personnel with which to do a job 

diminishing day by day. 

And. for the same reason that new risk capital is not attracted to the 
industry, replacements for the trained people in the industry are not 
forth ommne. In fact. one ol the more serious problems of the industry 
lem which is analogous to the problem 
of “block obsolescence” of our fleet. 


as aw hole is the personne! prob 


Many of the leaders and key personnel began their training in the 
shipbuilding program of World War I, some 36 or 37 years ago. 
Much will be lost if these people are allowed to retire without passing 
on the advantage of their vast experience to new people entering the 
field Yet. that 1s our prospect, if the present trend is not reversed. 

Presented on attached sheet is a graphic portrayal of current em- 
ployment in the local private ship repair industry. 


Beea ise of many circumstances over wh ( h there is no control. the 
ocal industry has experienced an extreme reduction in the dollar 
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volume of its private accounts, and it can expect no appreciable change 
in this condition. At present, the largest account of the local yards 
is the Long Beach Naval Shipyard who, through its industrial man 
ager, contracts out a small amount of repair work to holders of Depart- 
ment of Defense master ship repair contracts. 

As small as the amount of these jobs Wie be, proportionately, to the 
Long Beach Naval Shipyard, the y represent to the local private repair 
yards some 50 percent of their current e mp yloyme nt. 

[It is respectfully submitted herewith, and sup ported by the data 
wf nted on the accompanying charts, that there is available to this 
area an amount of re pa : work suffic) lent to allow both the navi al ship- 
yi ard and the private repair yards a subsistence level from which any 
required e xpansion could be made. 

Although the Government has seen fit to prov ide direct support to 
many industries to prevent their demise and provide a base for expan 
sion, no direct subsidy has ever been requested, or is being requested, by 
this group. 

In accordance with the principles subscribed to by the administra 
tion, private industry, as represented by the local body of private ship 
repair companies, st: ands ready to prove it can do a better job at less 
cost if given the opportunity. 

It is beyond the scope of this report to define what a minimum sub 
sistence level should be for this area. One attached graph indicates 
that a ratio of havel-private shipyard employment exists as a national 
pattern. Another attached grap! ) reveals an entirely ditferent local 
picture. Attention is directed to this disparity aus a possible means of 
immediate relief to the local, private ship repair yards. 

No inference is intended that the local, private ship repair indus 
tries seek all or even a major portion of the workload of the Long Beach 
Naval Shipyard. <A review of the current division of manpower, as 
illustrated on the attached chart, will indicate that a more equitable 
division of the workload is essential. 

Likewise, no inference is intended that the transfer of an additional 
amount of work will, in itself, offer a panacea to the problem besetting 
the local ship repair industry. But such a step, at this time, will un 
doubtedly retard, if not reverse, the trend to financial and personnel 
depletion which is evident. 

It is suggested to the committee that other means, as we Il, be sought 
after to allow the shipbuil ding and ship repair indus try to perpetu: ite 
itself; not alone in the maintenace of plant and facilities, but also in 
the skills and techniques so essential and yet impossible to acquire 
hurriedly. A program of construction of prototype models in the 
local area could provide a vehicle for perpetuating already acquired 
skills and the development of new ones, while at the same time, reduce 
the delivery time and cost of new vessels should a need arise for them. 

The industrial might of the southe wel alifornia area has experienced 
a growth unparalle led in history. The roll of its marine industries, 
in consideration of economic betterment and strategic importance, 
must realistically be related to the new concept, rather than to the 
conditions existing during World War II. 

t this time, existing plant and personnel are far short of providing 
such a roll. 

The plant and personnel now being maintained can offer less than 
a satisfactory base for expansion, and there is no indication that even 
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\ healthy private shipbuilding ndustryv. which is a ! ry ( wern of the 
Bureau of Ships, cannot be maintained by Navy ship bu lding programs alone 
It is dependent also upon the existence of a healthy merchant marine. 

That is Admiral Leggett’s thinkin 


I, at this point, would like to reit 


¢ all the way through. 

I" hs auld hat Mr. Sweeney has 
i ad, ve in no manner, shane, or form, wish to close the Long Beach 
N \ S| py irds. We do wish to have ou fair share. If it is necessary 
ave additional work for the Long Beach Naval Shipyard to have 

ore work for us to get our fair share, we would like to have it. 
We will go on to page 13 and I will quote from a review of leaisla- 
by the 83d Congress, 2d session, 1954, by Mr. L. R. Sanford, 
pore dent of the Shipbuilders (oul cil ot America, 
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It may be of interest at this time to briefly review for the membership of the 
society, some of the legislation passed at the recent session of the Congress and 
subsequently signed by the President, which affects the maritime industry. 

At various times during the session, it will be recalled, the outlook for at least 
some of this legislation was none too bright. However, energetic action by all 
hands, including, but not limited to, Members of the House and Senate, represent- 
atives of the Departments of the Navy and Commerce, the White House, includ- 
ing the President himself, as well as the representatives of the shipping and ship- 


building and ship-repairing industries and of the maritime unions, eventually suc- 
eeded in securing favorahl ition before the adiournment of the Congress on 
practical) all pertinent pending legislation affecting maritime affairs where 


the proposals were in concrete legislative form 

Particular credit is due to Senator Butler, chairman of the Water Transpor- 
tation Subcommittee of the Senate Committee on Interstate and Foreign Com- 
merce, to Representative Tollefson, acting chairman of the House Committee on 
Merchant Marine and Fisheries and to Senator Saltonstall, chairman of the 
Senate Armed Services Committee, together with the members of their respective 

ommittees. 

I bring that in as realizing that this committee of which you are a 
part has done a swell job, and as far as we are concerned, we just don’t 
vant it to stop. 

On page 1/, an inventory of our current local condition finds an 
industry unable to sustain even a minimum nucleus of skilled shipyard 
workers. At present, total employment is approximately 8 percent of 
previous peak employment. Five local yards previously engaged in 
new construction have gone out of business. The remaining local 
yards find themselves competing with each other for an available 
amount of repair work that cannot sustain even the maintenance of 
existing plant and facilities. 

The available supply of trained personnel with which to do a job 
is diminishing day by day. 
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industry, replacements for the trained people in the industry are not 
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Many of the leaders and key personnel began their training in the 
shipbuilding program of World War I, some 36 or 37 years ago, 
Much will be lost if these people are allowed to retire without pi issIng 
on the advantage of their vast experience to new people entering the 
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volume of its private accounts, and it can expect no appreciable change 
in this condition. At present, the largest account of the local yards 
is the Long Beach Naval Shipyard who, through its industrial man- 
ager, contracts out a small amount of repair work to holders of Depart- 
ment of Defense master ship rep: ur contracts. 

As small as the amount of these jobs may be, proportionately, to the 
Long Beach Naval Shipyard, they represent to the local private repair 
yards some 80 percent of their current employ ment. 

It is respectfully submitted herewith, and supported by the data 
presented on the accompanying charts, that there is avail: ible to this 
area an amount of repair work sufficient to allow both the naval ship- 
yi ard and the priv: ite re pur vards a subsistence level from which any 
required expansion could be made. 

Although the Government has seen fit to provide direct support to 
many industries to prevent their demise and provide a base for expan 
sion, no direct subsidy has ever been requested, or is being requested, by 
this group. 

In accordance with the principles subscribed to by the administra- 
tion, private industry, as represented by the local body of private ship 
repair companies, stands ready to prove it can doa better job at less 
cost if given the opportunity. 

It is beyond the scope of this report to define what a minimum sub 

sistence level should be for this area. One attached gr: iph indicates 

that a ratio of naval-private shipyard employment exists as a national 
pattern. Another attached graph reveals an entirely different local 
picture. Attention is directed to this disparity as a possible means of 
immediate relief to the local, private ship repair yards. 

No inference is intended that the local, private ship repair indus 
tries seek all or even a major portion of the workload of the Long Beach 
Naval Shipyard. A review of the current division of manpower, as 
illustrated on the attached chart, will indicate that a more equitable 
division of the workload is essential. 

Likewise, no inference is intended that the transfer of an additional 
amount of work will, in itself, offer a panacea to the problem besetting 
the local ship repair industry. But such a step, at this time, will un 
doubtedly retard, if not reverse, the trend to financial and personnel 
depletion which is evident. 

It is suggested to the committee that other means, as well, be sought 
after to allow the shipbuilding and ship repair industry to perpetuate 
itself; not alone in the maintenace of plant and fae ilities, but also in 
the skills and techniques so essential aa yet impossible to acquire 
hurriedly. A program of construction of prototype models in the 
loeal area could provide a vehicle for perpetuating already acquired 
skills and the development of new ones, while at the same time, reduce 
the delivery time and cost of new vessels should a need arise for them. 

The industrial might of the southern Califor nia area has experienced 
a growth unparalleled in history. The roll of its marine industries, 
in consideration of economic betterment and strategic importance, 
must realistically be related to the new concept, rather than to the 
conditions existing during World War II. 

At this time, existing plant and personnel are far short of providing 
such a roll. 

The plant and personnel now being maintained can offer less than 
a satisfactory base for expansion, and there is no indication that even 
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this position can be maintained. Along with the inequities in Govern- 
ment bidding and administrative procedures, the maintaining of un- 
used facilities becomes an unbearable burden. The prob lem of attract- 
ng technically trained employees is compounded by the competition 
offered by the Government-stabilized local aircraft industry; and the 
problem of retaining existing skills and techniques in the face of the 
Huctuating workload is still without a solution. 

In total, time, which in the past has proved to be our ally, is now 
working against us. This is particularly true in the local area, where 
there is no substantial amount of new construction to stabilize the 
industry. 

There is confidence, however, that a full understanding of the local 
problem will lead to remedial action. 

It is hoped that such an understanding is added to by this presenta- 
tion. Thank you, gentlemen. 

Mr. Auten. Thank you very much, Mr. Forster. 

Mr. Norsiap. You stress the loss of skilled workmen, with which I 
agree, but isn’t there also a loss of management ? 

Mr. Forsrer. We don’t like to brag about ourselves but it is abso- 
lutely true by the same percentage or proportion of your skilled work- 
men, your skilled management which is just as essential, and we are 
having just as great a loss in management. 

Mr. Norsiap. We have understood, in our hearings up and down 
the coast, that there is very little interest among the younger people 
coming into the industry. 

Mr. Forster. That is absolutely true. You have to indenture cap- 
ital by virtue of the investment to bring the younger people along 
to take an interest in it. 

Mr. Maiwurarp. You mentioned several times the naval shipyard 
situation, and I wondered if you knew the answer to this: When a 
shipyard manpower ceiling is set, is it true that they stay up to that 
ceiling ? 

Mr. Forsrrer. They stay right at that ceiling at all times. There 
is no fluctuation outside of normal attrition. The ceiling is fixed 
certain crafts may be below that ceiling, but it is my understanding 
that a ceiling is fixed and that ceiling is held insofar as the normal 
workload is concerned. 

Mr. Mariurarp. You mean they are able at this shipyard at Long 
Beach to regulate their work if they can get the same numbers of 
the same crafts continuously ? 

Mr. Forsrer. Let us say that is not abnormal. I believe that is 
national policy. 

Mr. Maiuuiarp. It may be policy, but I know the shipyards in my 
own area, and fortunately that is not true, because they will get a cer- 
tain type of job there in the shipyard where the requirement is for 
more ship fitters and fewer electricians. They have the same prob- 
lems of in and out of employment, not to the same extent that you do, 
but it fluctuates. 

Mr. Forster. I do know at Long Beach Naval Shipyard that they 
transfer men within crafts in order to build up for a particular craft 
that is shy for a particular type of work. I know that is done. 

Mr. Matii1arp. Well that, it seems to me, might be one very good 
reason why the shipyard here is doing apparently quite a bit of the 
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type of work that you could just as well do. That is the ideal way 
to stabilize employment figures. 

Mr. Forsrer. 1 have no doubt at all that they would have to use 
the smaller crafts to stabilize the work level to suit the workload, 
to suit their employment load. 

Mr. Matztiaarp. Would you know whether the situation in this yard 
is somewhat unique? I am thinking of, particularly, Bremerton and 
Hunter’s Point, where a great deal of their work is major conversion 
jobs, large jobs, where that becomes a very serious problem. 

In one stage of the jb, one craft is required, and another time there 
may be no requirement for that craft. I would assume, from what 
you say, that for some reason Long Beach is being favored with a 
large amount of small repair work which enables them then to keep 

right up to their ceiling and to have very few layoffs in employment, 
in other words, not much shift in personnel. 

Mr. Forster. You mentioned Long Beach was unique. Let me put 
it another way: 

Long Beach is unique insofar as they do not have an opportunity 
of stabilizing the workload like they would have were they to have a 
conversion such as the carrier Shangri La is at Bremerton. If they 
were to have a large conversion job, that would last over a period of 
time. They could much more easily stabilize the workload. Their 
difficulty, I'am quite sure, is based on only having 1 or 2 jobs that carry 
on over a 3- or 4-month period, with the result they have to fill in these 
valleys that they have by taking the work that should go out to private 
contracts, 

Mr. Matixrarp. I would question that because these major jobs 
have a tendency to proceed from one time to another in the require- 
ments, the particular skills shift very widely, and whereas this em- 
ployment figure may stay the same, the individual skills that they 
require do fluctuate very widely. 

Mr. Forsrer. Well, that is all in the proper planning of your job. 
At Bremerton Navy Yard, you had 2 large carriers of the Shangri La 
class, I believe the Shangri La and Roose velt, and having those 2 
vessels, for example, and properly planning the work between those 2, 
you could stabilize your entire force over the full period of the total 
length of the 2 jobs. 

Mr. MarLir1arp. Supposing you would only have one, though ? 

Mr. Forsrer. You could do a much better stabilization job than if 
you had a 2- or 3-month backlog of work. I would say that Long 
Beach Naval Shipyard has a problem and that problem is ‘what creates 
a lot of difficulty as to why the Long Beach private contractors do 
not get the fair share of the work that they are getting in other areas. 

Mr. Maru1arp. But, as a shipyard operator, you would prefer to 
have, if you had a manpower setup in your own yard of, well, let us 
just take a figure, let us say a thousand men, would it be easier for 
you to manage that and have fewer changes in personnel if you had 
a whole lot of small repair work at a fairly steady rate or 1 or 2 big 
jobs? 

Mr. Forster. I would gage my force exactly by proper planning. 
It is like asking a yard to go into a construction program. I don’t 
believe there is a yard i in this area that would go into a construction 
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program that would be of a 1- or 2-ship type that wouldn’t carry over 
on a sustained program, 

The nearer we can come to a sustained program or a sustained 

orkload, the better we can do our planning. 

Mr. Mariirarp. Well, that is not quite the question I am trying 
fo get at Which is better from a management point of view: Trying 
to handle personnel on a steady flow of relatively small and varied 
obs, or 1 or 2 large jobs? ; 

Mir. Forsrer. One or two large jobs, if they are long-range jobs, 
because you can plan those jobs, but you cannot plan your short ones. 

Mr. Mamurtarp. Thank you. 

_ \tLteN. Well, Mr. Forster, on page 17 of your statement, you 
note that total employment is now 8 percent of th vious peak employ- 
ment. I think it was Mr. Ryan who said that 194 } employment was 
87.948 down to 800 now, which would be even worse than you put it, 

hich would be 1 percent now. 

Mr. Forsrer. If you noted, I made comment that that figure did not 

lude those yards that had closed where Mr. Ryan’s figure would. 

Mr. Antex. Do you know, in a comparative way, what has hap- 
pened to the airplane industry? I know they were having trouble 
a few years back at the shrinkage, but could you give us any informa- 
tion as to how the present workload in the airplane industry compares 
} the peak ¢ 

r. Forster. I wouldn’t be able to give you figures on it, sir, but 
I will only refer to the ads that you will see in the loeal ne Wwspapers 
where they are on trying to get additional skilled employees, so I 
would say that they are maintaining at least a solid level and cert: ainty 
not drop ping bae k to any degree. 

Mr. Aten. Do you have any idea what the percentage of the in- 
come of this community is that comes from wages paid to the air 
Industry ¢ 

Mr. Forsrer. I do not know whether Mr. Ryan could give you those 
figures: I do not know. 

Mr. Auten. It is a very substantial proportion ¢ 

Mr. Forsrer. Very substantial. 

Mr. Auten. And your opinion would be, I suppose, that the shrink- 
age in the airplane industry since the war peak is not anything like 
the shrinkage that has occurred in your own industry ? 

Mr. Forster. I would say that there has been very little shrinkage 
from my observation in the aircraft indus try. 

Mr. Auxten. Yet the shipyard industry has been allowed to gO 
down without any attempt to preserve it except the efforts of the 
local people in the industry ¢ 

Mr. Forster. That is correct, sit 

Mr. Auten. Thank you very much, sir 

Mr. Forster. I now have another individual paper, if I may pre- 
sent same, sir. 

I have been engaged in the shipbuilding and ship repairing indus- 
try for a period of approximately 10 years having commenced an 
apprenticeship as a hull draftsman in the Seattle Construction & 
Drydock Co., in 1913, 

My education was gained and furthered by night school and private 
tutorage, plus added experience of rise and fall of the industry by, 


shall we say, the country’s need of us or the country’s forsaking us. 
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I have seen the opportunity we had in World War I wherein we were 
able to build up a further nuclei of trained personnel by virtue of 
ship construction orders from Norway, Sweden, et cetera. I further 
lived, worked, and saw those same opportunities given us Just prior 
to World War II. Will that same time element be given us again? 
How much safer not to need that time. It is my sincere belief that 
those vards and personnel who form that basic nuclei of know-how love 
their country and their industry sufficient to produce again as they 
have in the past if given some support. 

May I at this time state that I concur in all that is said in the 
industry report as submitted to this subcommittee today and add a 
few personal comments. Some may argue that to transfer work from 
the Long Beach Naval Shipyard to private contractors would not 
increase the know-how, but merely transfer it. If such is the case, 
may I suggest that additional allocations of work be given to Long 
Beach Naval Shipyard so they may let out sufficient volume to private 
yards to maintain the same percent basic force that the navy yard or 
yards would like to maintain; or at least have the private yards within 
this area have the like ratio of employees that the national figures 
show on industry chart submitted, which at the present time shows 
approximately 50-50 percent. 

It is interesting to note in United States Department of Labor 
memo of August 6, 1952: 


Nearly two-thirds of the total shipbuilding industry is on the Atlantic coast; 
nearly one-fourth is on the Pacifie coast and most of the rest is on the gulf. 
The distribution of navy yard employment, however, differs somewhat; more 


than one-third is on the Pacific coast and the rest is on the Atlantic coast 

Some of this increase on the Pacific coast in navy yard employment 
is understandable, but is not this same understanding likewise needed 
by private industry? The effect of additional employment within the 
area helps not only the industry, but the community, which too easily 
forgets those shipyards who so enhance the community’s living. 

lL conclude with the hope that this subcommittee can make recom- 
mendations that will give those companies who have evidenced their 
desire to be a stable part of this industry the means to exist and to 
permit small individual yards to be given their proportionate share 
of defense work by fair negotiation if necessary in order to main- 
tain their fair nucleus. 

As Adm. Tlomer Wallin, then Chief of Bureau of Ships, USN, 
closed at a Naval Architects Society at New Orleans, approximately 
2 years ago: 

God and the shipbuilder we adore, 

In time of danger not before; 

With the danger past, and all things righted, 
God is forgotten and the shipbuilder slighted. 

[ wish to thank the committee for the privilege of making this pres- 
entation. 

Mr. Atuen. Thank you, Mr. Forster. 

Mr. Sweeney. Mr. Chairman, now, may I say something about the 
query raised here so there can be no misunderstanding about the 
employment at the naval shipyards. I was informed reliably that the 
employment ceiling is fixed at the Long Beach Shipyard, which I 
thought was true but I don’t know about other shipyards, that before 
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the local industrial manager or commander of the shipyard can reduce 
that working force, he must get authority from Washington. 

Now, who gives him that “authority in Washington, I don’t know, 
but I do know they told me once that he tried to lay off 200 men. He 
te lep honed W ashington and failed to get the authority, so he main- 
tained them. Now, as I say, what happens in Was shington on that 
score, I don’t know. 

Mr. Norsiap. We don’t either in many cases. 

Mr. Sweeney. I don’t mean to create the i impression that the number 
of employees can’t be fluctuated, but. only can be fluctuated in that 
manner, and not dependent on the workloads. If he doesn’t get author- 
ity, he has too many men. 

Mr. Atien. Thank you very much, Mr. Sweeney. 

Mr. Gilbride. 


TESTIMONY OF JOHN T. GILBRIDE, GENERAL MANAGER, TODD 
SHIPYARDS CORP., LOS ANGELES DIVISION, SAN PEDRO, CALIF. 


Mr. Giteripr. My name is John T. Gilbride, I am general manager 

f Todd Shipyards Corp., Los Angeles division. 

Our plant at San Pedro, Calif., is a fully integrated ship-repair and 
shipbuilding plant. It contains 84 acres, upon which are located 
ample buildings, shops, utilities, office, and almost 3 miles of indus- 
trial trackage for movements of heavy materials by locomotive and 
cranes. 

It is equipped with 2 drydacks, 1 a single section steel floating dry- 
dock capable of lifting 16,000 a: and the other a wooden sectional 
type, comp letely rebuilt by us this year, capable of lifting 10,000 tons. 
There are 6 wharves with 6,175 linear feet of berthing space, ¢ apable 
of berthing 14 full-sized vessels in addition to handling 1 on each 
drydock. The facilities also include 3 sets of 600-foot long building 
ways with attendant shipbuilding facilities. The shipbuilding ways 
are ina state of inactivation; however, most of the shops and buildings 
which would be used for shipbuilding are in an active status. Our 
plant is the largest commercially operated ship-repair plant between 
San Francisco and the Panama Canal. 

On December 8, 1945, pursuant to Executive order of the President 
of the United States, the Secretary of Navy seized the plant of the Los 
Angeles Shipbuilding & Drydock Corp. at San Pedro, Calif. Todd 
Shipyards Corp. was requested by the Navy Department to take over 
the managament and operation of this yard, and from December 8, 
1943, to January 7, 1946, operated this facility under contract as 
managing agent for the United States Navy Department. 

On November 28, 1946, Todd Shipyards Corp. acquired by purchase 
the right, title, and interest of the Los Angeles Shipbuilding & Dry- 
doc k Corp. and has since that date oper: ated the plant as its Los An- 
geles division. 

Substantial facilities of this plant are owned by the United States 
Government. We pay rental on these Government facilities which are 
in use and maintain them in prime condition at considerable cost. 
Todd also has considerable investment in the facilities, stock, and tools, 
and in additions and improvements of the plant since its acquisition 
in 1946. 
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During World War IT, this plant, in addition to its heavy repair 
and conversion program, constructed 10 specialized major naval ves- 
sels, including seaplane tenders, destroyer tenders, and heavy repair 
ships. In that period, the total enrollment of our employees reached 
a peak of 13,000. 

Our plant is classified as a United States Navy departmental reserve 
plant and would be expected to carry out a very extensive program of 
ship repairing, ship conversion, and shipbuilding in the event of 
mobilization. Such a program would call for the employment of at 
least the same number, ancl probably more, as during World War LI, 
because our ship-repair capacity has been increased by certain addi- 
tions and betterments. 

Our total production employment fluctuated in 1953 between a high 
of 1.177 and a low of 304, averaging 612 employees. In 1954, the 
average vhs as been somewhat lower and during the workweek of Sep- 
tember 27 to October 1, 1954, for example, our total production employ- 
ment sect 196. 

Certainly such a condition is not conducive to maintaining the 
plant as one of the “hard core of essential defense plants,” which we 
are considered to be, and which p ant is expected to be capable of 
rapid expansion in the event of emergency. 

The low workloads experienced by us and the violent fluctuations 
make it impossible to attract young men to our industry, which is vital 
to its survival. Further, the skilled mechanics, the backbone of our 
1] dustry, are forced to find emp ‘loyment elsewhere and, once they do 
find steady employment, fail to return. 

An equi uly serious aspect of this situation is the fact that we are not 
maintaining a source of trained men who would be available for 
supervisory positions in shipbuilding yards not now existent but 
necessary in time of emergency. This yard, together with the other 
established yards, large and small, helped to perform this vital fune- 
tion in the tremendous shipbuilding program accomplished in this 
area during World War II. 

The recognition of the plight of the American merchant marine, 
including the ship repair and shipbuilding industry, received from 
you and your colleagues in the last session of Congress is highly en- 
couraging. We commend such action and urge its continuance. We 
recognize that a healthy merchant marine necessarily means a healthy 
ship repair and shipbuilding industry. 

There is no doubt that such maritime legislation as passed by the 
last Congress, and similar legislation in the future, administered 
properly by the agencies concerned, will eventually result in the in- 
dustry’s attaining the healthy condition so vital to the Nation’s 
economy and defense. However, our problem is one requiring im- 
mediate assistance. Such immediate assistance can come only in two 
ways: 

1. By the allocation of more naval repair work to the private yards, 
large and small, capable of handling it, and by allocating it in such 
a manner that it will insure a sustained workload without violent 
fluctuations. While we have benefited to some extent by the Navy 
Department’s change in policy during early 1953 to give more naval 
repair work to private yards, such work has not materialized to the 
extent necessary and its effect has been lessened by a reduction in 
commercial offerings. 








308 WEST COAST MARITIME INDUSTRIES SURVEY 


by the elimination of inequities in administrative and bidding 


procedure ot (sovernment agencies so that the full effect of the 


Walla Diiity of Government work may be realized by the industry. 


1) Rebidding: As an example, specifications have been issued for 


pective repairs and the bids publicly open ed. all bids rejected and 


e job readvertised, using a set of specifications differing slightly, if 


t all. Tron the orig nal, I} . s costly to the contractors, creates 
room itmosphere a | undermines th integer ty of bidding 
requ Cry esults lni the f bidade ron the first occasion being 
{ ful in the rebid for the reason that his original bid was 
d. 
It should be mandatory that the job be awarded to the quali ifiec 

low bidder except under extraordinary circumstances. 7 extr: 

dinary cirewm tances, where the low bid exceeds the ap p ceili 


or 1s in excess of the pan urement agency’s « onception of the value of 
the part cular ‘ob, it should be negoti: ited with the low ade or a 
redetermination of Sees contract should be effected with the low 

dder, as provided in the Armed Services Procurement Regulations 

A) DP sputes : Another ex imple is with respect to valid claims by 

e contractor via the appeals method in accordance with the dispute 
lause of the Government repair contracts. We have exper ienced long 
delays in receiving decisions on valid claims, during which time at 
least a portion of the contractor’s payment due him is withheld. 

These delay S ap pear t » be a device for fore ing the contractor to 
iccept se ‘ttlement on the terms of the Government agency involved and 
of discouraging the filing - legitimate claims in the future because 
of the time cote 

Split bid practice : There are certain other pr ictices begging 
correction but undoubtedl|y the most serious mnequity, in our exper! 
ence, is the abuse of the split bid method of aw irding repair and 
conversion work. 

Under the normal commercial ship-repair practice all the repairs 
required on the vessel at the time of a periodical Inspection or drydock- 
Ing, or at thet me ol dusinal KING because of ah emergency underwater 
condition, are offered only to the ship repairers with drydock facilities 
either by negotiation =< bid. 


On the other hand, VOY: ge repairs requi ired at other times which can 
be accol nphi shed by ship a len with or without  deviee k facilities 
are offered to both ¢c F iSSeS ¢ ither by bi dl or by negoti: ition. This j IS the 
time-tested a proved method of doing business with our commer- 
cial shi p operators, who necessarily are concerned with economy, speed, 


and ethic eg For the following reasons, this procedure is the most 
economical and efficient: 

(a) Out-of-service time is reduced to a minimum because all repairs 
required during one repair period are accomplishe : concurrently. 

(4) Costs and hazards of mov Ing the ship to various locations are 
held to minimum by accomplishing the repairs at one site, 

(c) Inspection 1 Is gene rally more effective because it is continuous, 
and with o1 nly one contractor involved there is no problem of deter- 
mining re sponsibility In thee vent of de fective work. 

(7d) There is no duplication of contracts, specifications, or other 
paperwork involved. 

The abuse of the split bid method of awarding repairs and conver- 
ions, 1 addition to weakening the effect of the availability of Govern- 
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ment work to defense essential shipyards, large and small, has at 
tracted to the industry for temporary periods marginal-type ship 
re pee rs or opportunists, who are generally without capital, exper! 
ence in ship repairs, or facilities, in order to take advantage of a 
Gesukn iment sponsored progr: am or police) Vy chi nve. 

The intent of the Government sponsored program or policy change 
denioned basically to aid the established seoments of ay tal nadus 
try in the interesets of national defense. In our opinion, the intent of 

» Government sponsored program or oe ( / inge is being violated 
if tha administration of the program ¢ policy is such that it allows 
iriginal type or opportunist cperaiere to spring into being only du 

ng the period of, and because of, such a program or policy change. 
his situation can be remecied by reverting to the time tested 
economical procedure followed by commercial ship operators. 

Concurrent with reverting to the procedure employed by the com 
mercial ship operators, the Government pro urement agencies shot ld 
nstitute a comprehensive evaluation of con pani 

hip repair industry, elving due consideraiton to ab lity to perform, 
facilities available, integrity, defense reserve potential and financial 
responsibility. Based on these factors, the proeureme it agencies 
should then only issue invitations to bid to those adjudged site capable 
of performing the particular work offered. 

completely effective and fair, should be periodically reviewed and 
brought up to date. 

We thank you for this opportunity of presenting our problems to 
you and wish to advise that we are also in accord with the statement 
presented on behalf of the industry for this area. 

Mr. ALLEN, Thank you, Mr. Gilbride. Your statement was very 
complete and we appreciate it. One question only: 

If you now found it necessary in a sudden emergency to get back to 
13.000 employees, how long would it take you to get into a fairly 
efficient operation ¢ 

Mr. Guupripe. That is an awfully difficult question to answer. 
Under the present situation, I don’t think we could do it within a year 

»15 months. 

Mr. ALLEN. That would be if it were a ship to be built. \\ hen 
would the keel be laid ¢ 

Mr. Gitpripe. The keel would not be undoubtedly laid, under usual 
circumstances, from 3 to 4 months, but under the present circumstances, 
I don’t think they could lay it until the 8th or 9th month. 

Mr. Norsiap. Do you have any difficulty in bidding with yards in 
the gulf area that have so much lower labor and material costs? 

Mr . GILBRIDE. W e would if we did bid, | ul normally, we don’t. be 
cause the differential to bring it around here, plus those lower costs, 
would make it impossible to be competitive. 

Mr. Norsiap. The reason I ask is the yards in my area have been 
constantly losing bids. As a matter of fact, I might comment to the 
industry that I noticed in riding around the Los Angeles Harbor yes- 
terday, that that was made in Alabama, the ship we were on yesterday. 

Mr. Giuperipe. I think that is a condition that won't be corrected. 
Mr. Norblad, because I think it is impossible to compete because of 
the distance and because of the lower labor and material rates. 

Mr. Norstap. You didn’t touch on suggestions for equalizing that 
in any way 


r rec 1) 





‘he evi itluation. to he 
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Mr. Gitpripe. No; I did not, sir. 
Mr. Auten. In another field, if you know, what percentage of your 


ncome is from repair or construction on foreign-flag ships? 

Mr. Giterive. A very small percentage, sir. I don’t believe it is 
» percent. It has decreased tremendously in the last 3 or 4 years. 

Mr. Auten. In other words, unless there are American-flag ships, 


Lhe American sh py ard industry goes by the boards. 
Mr. Ginspripe. Yes, sir 
Mr. Norsiap. The foreign ships I saw out there yesterday looked 
ke they all needed ¢ eahing up one way oO} the other. 
Mr. Gu BRIDE. Yes: they do, but they Walt untli the vel home, Mr. 
rblad. 
Mr. Auten. Thank you, Mr. Gilbride. 
Mr. Harrington. 


TESTIMONY OF WILLIAM A. HARRINGTON, MANAGER, SAN PEDRO 
YARD, BETHLEHEM PACIFIC COAST STEEL CORP., SAN PEDRO, 
CALIF. 


Mr. ARRINGTON, Mr. Chairman ai d members of the subcommittee, 
my name is William A. Harrington. I am the manager of the San 


Pedro yard ot Bethlehem Pacific Coast Steel ¢ /Orp. I should like to 
submit to you a separate statement hereunder covering the conditions 


nthe san Pedro yard of Bethlehem Pacitic Coast Steny Corp. I wish 


to inform you that I concur and endorse the joint statement that was 
De y presented to your ho orable body on the satttal thideathediien 
and pbuilders of the Lit h Naval District with particular reference 
to the conditions in the San Pedro-Long Beach area. For the sake 
of brevity, the name of the ae | represent throughout this 
tatement will be referred t *Bethlehem.” 


HISTORY OF YARD 


The San Pedro yard of Bethlehem was founded durine World 
War I. This yard launched its first ship on October 19, 1918, and 
in World War I constructed 18 vessels ot 5,500 deadweight tons for 
the United States Shipping Board. They also built two 12,000-ton 
d one 7.500-ton tankers for the Union Oil Co. of California, and 
ee 10,000-ton tankers for the Anglo Saxon Petroleum Co. 

Upon completion of this building program in 1921, the yard was 
closed for want of orders and since the promoters of the yard were 
not seasoned shipbuilders, they had no interest in ship repairing and 
offered the yard for sale. 

Bethlehem purchased the yard in January of 1922 and operated 
as a ship-repair yard until World War II when agein the yard under- 
took new construction contracts and became a combined shipbuilding 
and ship repairing organization. During the years 1922-39, the yard 
operated on a fluctuating basis of employment ranging from 50 to 150 


men, sustained entirely on the offerings of private ente rprise, 
About. 1938 or 1939, the ee entered into an interim dock- 
ing contract with Bethlehem for t » purpose of doc ‘king vessels of 


the auxiliary fleet of the United States Navy. This arr: angement had 
a tendency to inc rease employment somewhat which can be seen from 
the attached chart. I wish also to point out to you that during the 


we de cone. 


CBee. ree 
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vears 1922-59, the offerings were so meager, due to the depression, 
that m: uy times it was doubtful whether this yard could survive. 

Drastic economy measures were resorted to on the part of the yard 
operators and grass and weeds grew in the shipways simp rly because 
money was not available to employ people to take care of them. 

In 1940, the vard was awarded contracts for the construction of 
destroyers, and it was from the repair nucleus that a new construc 
tion organization was formed. I wish to point out here, and I cannot 
emphasize it too strongly, the value of having this repair organiza- 
{i0n Intact and from 
group when needed. 





1 we were able to create a new construction 


In wi lition to this. person! - from the repail organization of the 
Bethlehem yard, Craig and Los Angeles Ship, now Todds, were drawn 
to create the organizations for the California Shipbuilding and West 
ern Pipe & Steel. 

To accomplish this. the above construction contracts, the Navy 
nstalled facilities in the San Pedro vard for the purpose of expe- 
diting the delivery and reducing the probable cost of the destroyers. 
These facilities are cw rently in the plant, some of them in an inactive, 
mothballed state; however, the maintenance of these facilities, against 
the day when they will again be needed, is the lability of Bethlehem. 

Bethlehem also owns facilities at this yard which in some cases 
parallel the Navy facilities. These Bethlehem-owned facilities are a 
burden to the company, at times, simply for the lack of work to keep 
them in continuous operation. In World War I], San Pedro yard 
built 26 large destroyers, completed ‘ hospital ship, completed 1 «le 
strover tender, built 4 vard tugs, and carried on a very large repair 
prog ram. 

| pon comp etion of the new construction program, the force again 
dwindled and it became necessary to release many persons who had 
been highly trained, partly at the expense of the Government and 
partly at the expense of the employer. The company retained in their 
employ many employees of special skill in order to form the nucleu 
of a hard-hitting new construction group, hoping for other construe 
tion to be awarded to the yard. This did not materialize and again 
the vard was forced to resort to repairs exclusively) and to reduce its 
organization accordingly. 

REPAIRS 


In the interim between World War I and World War II, the policy V 
of the Government was to foster and encourage pr ivate enterprise. 
Private oil companies owned and operated tankers which were used 
to haul oil from the mainland to the Far East for the United States 
Government and to foreign countries. Foreign private operators also 
joperated groups of tankers into the San Pedro area and repaired 
at this port but after World War II, due to the problems of foreign 
exchange over which private shipyard operators f ad no control, these 
foreigners now repair their ships at foreign ports r ather than have 
them re paired 1 in the United States. 

Foreigners have no complaint with the American ship repairers as 
regards the length of time required to perform the repairs or the 
quality of workmanship, but their excuse is that the various exchange 
restrictions and rate of exchange makes it practically prohibitive to 
obtain dollars to pay for their work. 
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In t] regard, honestly, we cah see ho reason why the foreigner 
ould feel obligated to have his work done here with the possible 
one exception that since he does not object to accepting American 
iollars Tol freight carried from this port, he should feel it is his duty 


reciprocate Dy carrying out some of his repalrs here. 


Prior to World War Il, we on the Pacific coast enjoyed the service 
I east five fleets of steamship lines hauling lumber coastwise. 
i here ere also 3 or 4 steamship lines operating passenger and freight 


(Juite a few steamship lines operated intercoastal and 

ght and passenger. It was from 

e pl ate steamship compa es that the private shipyards received 
ipport 


} 1 1 
operated round-the-world Tre} 


In addition to this, many of the oil companies operated tankers in 
out of San Pedro ai d due to the fact that they had to come to 
port to load, they found it convenient to repair here. Today many 

these lines have gone out of business—are not operating aha the 


’ gs from privately owned ships diminished almost to nil. 

\fter the construction period of World War II, the Military Sea 
Transport Service was established and took over the carriage of 

irgoes and petroleum products in Government-owned ships for the 
purpose of ma ntalning United States forces abroad. This procedure 
choked ol the Opportunity Tor private enterprise to perform this 


Pankers that would normally have been built by private owners were 
t constructed for the simple reason that cargoes would be unavailable 
he Government was handling the cargoes themselves. QOul com- 
pir es are using their own tankers to handle products between ports 
i = I : » : 
for their own limited use or for the transport of oil from Arabia and 
e Persian Gult to their refineries. 
\bout 1944, a committee from the War Shipping Administration 


visited this port for the purpose of informing the shipbuilders and 
p repairers that it was their intention to comply with the desires of 
the Administration to favor small business—that in order to do this 


t would be necessary to split the bids on ship repairs so that small 
vards and shore shops ¢ rnuld enjoy some of the work on Government 


ps, 
We who are experienced 1n this business, were aware that the policy 
ened, if pursued in peacetime, could not help but work to the 
destruction of the integrated vard From the standpoint of expedit- 


neg the work, distril uting the abnormally inflated workload caused 


y the war al cd the econon vy to the Government in time of war, this 
vriter had ho qual rel with t! \dministration nor those who designed 
the split bid. 

We feel. however, that at its instigation the administration of the 
plit bid was never intended to be handled as it is being handled today 

the 11th Naval District, to wit: The awarding of work to repairers 

ho are not recognized shipyard people; that is, the awarding of work 
to so-called repairers who are merely brokers, who divide the work out 
among small shops far removed from the waterfront which, in effect, 
means that the broker who has little or no capital investment is merely 
collecting a fee for the work that others do. 

We do not believe that it was the intent of the Administration to 
willfully injure the recognized integrated shipbuilding and ship-re- 


pair org nizations, rec ognizing their importance to the defense of the 


\ 





Mew 
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Nation, and from this premise we believe that maladministration is 
being practiced, probably through a misunderstanding of directives 
in which those charged with administering the policy are unable to de- 
termine accurately the difference between big and small business and 
the size of jobs that should be put out to bid to those firms able to do 
all of the work specified. 

Most integrated shipyards require and have available capable en- 
gineering design sections, maintain drydocks, cranes, and heavy 
machinery, and maintain industrial relations and welfare organiza- 
tions; they have in operation equitable pension setups for their em- 
ployees, also health and welfare programs, all of which add to the cost 
of doing the work. 

Small shore shops have no engineering design sections, nor does the 
scope of their work require them to maintain drydocks, cranes, and 
heavy machinery. Integrated organizations are expected to have 
transportation departments, material chasers, expediters, purchasing 
departments that have contacts in most material supply centers—they 
maintain private telephone exchanges, maintain wharves, gangways, 
heavy lifting cranes, and the departments capable of performing any 
job on a ship from the truck to keel. Each of these various depart- 
ments of necessity must have officials whose salaries go to increase or 
make up the overhead burden, and these people are required to be on 
hand constantly. 

The integrated yards are required to maintain in a sanitary condi- 
tion “change rooms” for employees, and in addition our latest union 
requirement demands the furnishing of tools, to certain mechanics, 
that for ages were furnished by the employees themselves. 

When ships are in the integrated shipyards, the demands for special 
services are heavy, yet these same demands are overlooked when the 
small repairer, or shore shop, has the job and the vessel is tied up to a 
wharf not owned or maintained by the company performing repairs 
and where, for instance, the only fire protection comes from the city 
fire department. Safety also is an overhead item that cannot be 
charged directly to the ship, but in the integrated yard it is estab- 
lished as a separate department and must be manned continuously. 

Upon completion of World War II, certain yards in this area were 
nominated as industrial annexes to the naval shipyard, it being under- 
stood that those particular yards were to be maintained in a state of 
readiness for the express purpose of being “ready to go” should 
national emergency occur, The Navy agreed that those yards so 
selected should be awarded work sufficient to maintain a nucleus force 
from which new construction groups could be drawn in order to 
protect and to broaden the mobilization base. The Navy Department 
has kept their word to a limited degree and bids have been called for, 
covering work which has been awarded, but in no sense has the volume 
of the work so awarded been sufficient to maintain even a minimum 
nucleus force in selected yards. 

The Navy policy of split bidding has worked to the disadvantage 
of the selected yards to be maintained for defense purposes since small 

shore shops which are not carrying the overhead could step in and 
take the cream of the job leaving the integrated yard with only that 
work which would require heavy drydocking or he: avy machines. 

The local Navy yard h: as continued to carry on with the drydocking 
and overhaul of auxiliary ships which work private yards had been 
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infe rmed would be olfered to them for bidding purposes SO aS to 
enable them to maintain their nucleus force. It is to be noted that at 
no time has the (sovernment questioned the cost of doing work in the 
private yards wholly integrated and capable of carrying out all of 
the work on the ships, as against the cost of performing like work in 
Nay y \ rads, 

For some unknown reason, the administrators of the Navy policy 
apparently feel that the Navy vards must be maintained at a certain 
standard of employment. That is, they apparently set a ceiling of 
employment for a certain Navy yard and that force must be main- 
tained whether they have the work or not. For some reason appar- 
ently they can't lay ] people off when work is not available, and the tax- 
payer provides a snug harbor for one man while he, the taxpayer, 
searches for work himself yet taxed to keep the naval shipyard em 
ployee secure. Private organizations are taxed to support this situa- 


tion while \ ork that th 1ey could be de Ing is corraled in N: avy Vi rds. 

It has been proved conclusively there is no great mystery to repair- 
ng naval vessels—there is a certain amount of security that must be 
exercised, but if private companies can build these ships, they must 


l 


know the mystery of repairing them and since private companies can 
be cleared for secur ity to build, they could be cleared for repairs. It 
would be well to remember that the privately owned, fully integrated 
yards are owned and operated by Americ ans who are as much inter- 
ested in the welfare of the country’s security, and her governmental 
economy, as any Government employee—civil or military. 

‘hen the Navy installed the new facilities at our yards, the build- 
ing slips were laid out for the construction of destroyers of that day’s 


desig? ‘ We have been informed that our Ways are now too short. to 
accommodate the modern destroyer leader type. We are aware that 
the ways are too short for the current cargo vessels and merchant ships 


but we cannot agree that they are too short for other vessels of the 
Navy and in particular submarines. 

It is hard to understand how the Government can earn on the 
one hand the desire for a broad mobilization base with geographical 
distr 8m of facilities for defense purposes while on the ps hand 
indicate by their actions the theory that only one private builder in 
the United States is capable of building submarines. For the infor- 
mation of the committee, submarines were built at the Union = 
Works, now San Francisco Yard of Bethlehem. ae World War I, 
and submarines were built at the Craig Yard in Lone Beach fat 
1913 and 1914; therefore, this appears to me to cs something for your 
committee to look into for the purpose of broadening the base for 
submarine construction. 

In my opening remarks the history of the yard was pointed out to 
you. T have told you that on one occasion the yard was allowed to 
deteriorate to the point where weeds were growing in the shipbuild- 
ing ways because of a depression. The skill and ability required for 
shipbuilding were only kept together through the meager offerings 
of private owners, and it was from this nucleus that we were able to 
prov ide ane xpanded shiy »building force. 

It is interesting to rai that the shipy' ards in the country have been 
living on either a feast or a famine livelihood—each time the feast 
was due to a war and the famine followed the feast. In the face of 





ae 
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this, it is easy to understand why new capital is not attracted to this 
industry. It is also easy to understand why it is difficult to attract 
skilled labor ino the industry, because skilled labor cannot be guar- 
anteed steady employment. 

Prior to World War IT the average production employment at 
this yard was approximately 150 persons, with a pe: ak of approxi- 
mately 250. During the construction period of World War IT the 
repair load was approximately 2.500 people with a top employment 
for construction and repair of 6,800, 

Since World War II the peak employment on repairs has been 
approximately 750, attained at intervals for a very short duration, 
with a minimum of 50. Currently we are employing ap proximately 
200 people, or only 3 percent of the World War IT load, which in itself 
indicates the need for more repair work in this area if we are to main- 
tain a reasonably satisfactory nucleus force to provide a mobilization 
base from which to expand in the event of a national emergency. 

I thank you very much. 

Mr. Auten. Mr. Harrington, could you give us an opinion as to 
what percentage of the work of your y: ards is on American-flag ships? 

Mr. Harrineron. On American-flag ships? 

Mr. ALLEN. Yes. 

Mr. Harrineron. Well, if I said that our foreign work amounted 
to less than 5 percent, I know that that wouldn't be wrong. 

Mr. Atuten. And if it were necessary for this area to again build 
up a shipbuilding industry to an employment level of 88,000, which, 
I believe, was the peak, how long, in your opinion, would it take to 
reach an efficient employment of that number of men? 

Mr. Harrrnetron. If you reach 88,000, based on the nucleus of the 
local yards, as I understood from Mr. Gilbride in his figures, it would 
be my opinion that it would take at least 2 years. 

Mr. Atten. Do you think you could get the skilled men within 
2 years ¢ 

Mr. Harrtneron. You would have to train them, sir. You would 
have to set up schools in order to do that. 

Mr. Auten. Do you mean that the first group of ships that would 
come out of such production would be from 1 to 3 years? 

Mr. Harrineron. It would be at least more than 1 year, in the 
neighborhood of 214 years. 

Mr. Auten. Then, one other opinion I’d like to get from you: If 
these men that are now employed seek other employment to leave the 
yi ard indus stry, are they the type of men who are desirable for other 
industries or are they the type of men who would find themselves with 
skills not employable? 

Mr. Harrineron. Sir, that is a very good question, and I might say 
this: That when you have, for instance, a skilled machinist in a ship- 
yard and he isa valuable man to a shipyard, he is skilled in all that the 
word implies, you have a man who can apply himself to other industries 
very readily and is the type of man that other industries are very 
anxious to get a hold of. 

Mr. Auten. The problem, then, would seem to be that we must hold 
the skills and the man: igeme nt together to have a working organization 
hecause the necessity of the Government might require that, rather 
than the necessity of the individual involved. 
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Mr. Harrinecron. Youare quite right and I might add to that, along 
that line, I have some figures here that are interesting. With regard 
to people leaving the industry to go to another industry is one thing, 
but attrition to natural causes. deaths. is something else. We are only 
able to live so long, the good Lord gives us the time we go. The age 
level of our own yard is somethn ie that is most interesting. The aver- 
we ve at the San Pedro vard is OVer wZ vears. And at the executive 


branch, it is 52.3. In the »dministrative area—that covers typists, 


lerks, firemen, guards—it in.o. The average age of production, 

sthe pon I you Wish ion ike with regard to skilled men, includ- 

ng helper this includes the helper who is the unskilled man and in 

that case we are getting boys out of school for helpers—bring the age 

down to 49.8. If we eliminated the young schoolboy, it would be 
round 51 to 52 years old for the skilled workers. 

So, on the basis of that, sir, I think that it would be safe to say that 
unless omething is done nov wand I mean how, | don't mean tomorrow 
or 6 months or 6 years from now, | mean today, unless something is 
done to give the private vards a shot in the arm in the way of work in 
which they can then cet in apprentice system going, or get the boys 
pack to earn the busin SS, why they are not going to be worrying 
ibout lack of work. The Government will be worrying about lack of 

pvards. 

Mau wement is something that has to be trained, You ean’ take a 
sh pi ird nahacer out ot \ oo] and put him to work. Lhose people 
vel erally have to come up througch the ranks. Kven if they come from 
schools, from the technical schools, the shipyards have to take them 

! train them in then particular business so that they are able to 


peak that le wuave. 

And therefore, if they grow old and they die off, we don’t have the 
people coming behind to take their places and I am afraid that the 
trouble will be that the Government won't only be worried about get- 
ting shipyard workers, they will be worried about getting shipyards. 

Mr. Auten. Thank you very much, Mr. Harrington. 

Mr. Satre. 

(Said document is as follows:) 
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TESTIMONY OF 0. T. SATRE, PRESIDENT, METAL TRADES COUNCIL 
OF SOUTHERN CALIFORNIA, ON BEHALF OF THE AMERICAN 
FEDERATION OF LABOR 


Mr. Satre. Mr. Chairman - — ‘rs of the committee, I am 
speaking in behalf of the American Federation of Labor. 

Mr.AuLen. Mr. Satre, would you, yr our records, identify yourself ? 

Mr. Sarre. The name is O. T. Satre. I om president of the Metal 
Trades Council of Southern California, and the past president of the 
Revival for Shipbuilding for the Southern California Area of the 
Pacific Coast and was engaged in the shi} building industry during 
the entire time of the past World War in this particular port. 

As I stated at the outset, I shall read and present a resolution 


adopted by the California State Federation of Labor at its conven- 
tion in sl but prior to that, 1 should like to make a few 
NT eous danas 

No. 1. The American Federation of Labor and its affiliates agree 


wholeh eartedly anc hope fully with management that something can 
be done to give a stimulate to the shipbuilding industry in the port 
of Los Angeles. There was a poi nt that was brought out here re- 
peatedl|y today, and that is that the floor of employment during the 
past World W: ar was in the 88.000 bracket. Today, the floor is 
somewhere between 1 and 2 percent of that bracket. I don’t wish to 
bring those figures out to compare a peacetime industry with a war- 
time industry but I merely want to bring them out to point out what 
the potential manpower need could concelvs ab ly be very quic kly in 
the event of another national emergency. Certainly, I believe that 
all of you will agree with me that you uaaet take a nucleus of 
workers and attempt to rapidly and satisfactorily train that large 
group of people that might be needed, into the industry. 

Worse than that, if we have a boom of manpower in southern 
California, and don’t misunderstand that I am saying anything con- 
trary to the naval installation, but if there is a boom, that is where it 
would be. Unfortunately, that is not a flexible pool. Those men 

will not be transferred out in prey tf to private industry and to 
private enterprise where their skills can be used, whereas if the skills 
were trained and employed in the private enterprise yards, those 
people are so flexible that they can be transferred from one to another 
yard as the case might be and where the workload is needed, both 
from a standpoint = see g and from a standpoint of employment. 

Another figure that was brought out here very pertinently today, 
and I think it is amaae that “deserves a great deal of attention, is 
the great need for particularly skilled men. I refer to such men as 
skilled machinists, skilled boilermakers, skilled pipefitters, skilled 
shipwrights. These men, to make a mechanic of them, requires a 
period of 4 years, so if you are starting from scratch and are going to 
attempt to have an integrated program with a reasonably large work- 
ing force, you must consider that it will take you 4 yes ars to make top 
mechanics if they are not presently available in the market. 

Another very sad part of the picture is this, that because of the very 
limited employment, we do not have enough employment to anywhere 
near take care of the state men. Therefore, it is almost inconceiv- 
able to suppose that we can integrate a satisfactory apprenticeship 


ee 
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training program and that is one of the things that is sadly needed 
and something that should be considered by Government, by manage- 
ment, and certainly by labor. 

There is another thought that comes to me, that management today 
with their relatively ghost vards must have some planning and must 
have it quickly. I agree with all that have spoken here today that we 
need an integrated, a long-range program, but, in addition to that, 


. what we need is something that will immediately give them some 

assistance and some help, and it seems to me that it would only be 

> gw e practicable and proper to reallocate some work that is presently being 

lone in other facilities so that these managements have an opportunity 

to build up at least a nucleus of what is going to be needed when the 

, integrated program gets underway, and unless something like that is 

7 ji . done, other industries and other trades are going to further rob this 

' great industry of itsneed. We certainly have, in labor, a very serious 
concept of national defense. 

Fl To us, it is a very, very serious probl m, and we think if for no 

| other reason than letting all selfish ideas go by the board, that cer- 

i tainly this great community is entitled to its fair share of national 

defense and we are not giving it its fair share by letting an industry 

So import int as the shipbuilding industry be dissolved and become a 


: ] 
ohost industry. 


I know time is of the essence. I should now like to read this reso- 
lution that was adopted. I might point out further that the American 
Federation of Labor in its meeting in Los Angeles in the month of 
September adopted a comparable resolution and the Washington office 


is submitting Aa total brief to your committee, which will be available 
to you upon your return to Washington by Mr. James Brownlow, 


president of the metal trades department of the American Federation 
of Labor. 
This was introduced by the shipwrights union of the local area. 


RESOLUTION 


Whereas the members of the Shipwrights, Joiners and Caulkers Local Union, 

No. 1335, A. F. of L., Wilmington, Calif., firmly believe that sufficient Govern- 

ment shipbuilding should be allotted to California ports to maintain work oppor- 

° ° tunities for the thousands of skilled marine trades journeymen available to the 
area, and 

Whereas the records prove this is not the case. Millions of dollars have gone 

to Europe and other countries for shipbuilding, during the short period of time 





the present administration has been in office. Nearly 100 percent of all Govern- 
. » ment shipbuilding contracts are let to yards in the East, South, Great Lakes 


ports, and Europe, while at the same time California marine trades journeymen 
are unemployed and unable to properly care for their families, and 

Whereas our Government has spent $237 million for the construction of small 
vessels in European shipyards, while our California shipbuilding industry is in 
a distressed condition, and 

Whereas these small vessels should have been built in the United States and 
then given to the foreign countries under NATO. This was done in some 
instances and hence could have been done in all instances, and 

Whereas the Los Angeles Examiner of June 26, 1954, printed the following 
item: “Slavs to build United States Navy craft. The Yugoslav Government 
signed a $3,500,000 contract today to build 4 small minesweepers for the United 
States Navy under the offshore procurement program. It is the first such con- 
tract given by the Navy to Communist Yugoslavia”: Therefore be it 

Resolved, That the members of the Shipwrights, Joiners, and Caulkers Local 
Union No. 1335, A. F. of L. Wilmington, Calif., repudiate the actions of our 
present administration and the offshore procurement program that has been 
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instrumental in sabotaging the shipbuilding 1 ee in California. We recom- 
end all possible support to a united program to again bring shipbuilding to the 
California ports noted for their vast supply of skilled manpower, ideal weather 
conditions and shipyard management noted for their ability to build the type of 
vessel that will remain in service and properly do the job, and be it further 

Resolved, That this resolution be forwarded to all A. F. of L. marine trades 
local unions. district councils. central labor councils, and the California State 
Federation of Labor and be adopted by them. Shipw rights Local No. 1335 urges 
the above organizations to concur in this resolution, also that letters of protest 
be sent to Governor Knight, all California Senators and Congressmen, also that 
this unfair practice be noted in their press releases. and be it further 

Resolved, That the California State Federation of Labor and the Federal Trade 
Department at their convention August 23, 1954, concur in this recommendation 
ind go on record of supporting the California shipyards workers in their protest 
of supporting foreign nation’s shipyards, while our California shipyards and 
California A. F. of L. skilled marine trades members are in dire need. 

This resolution unanimously ond rsed by Shipwrights, Joiners, and Caulkers 
Union Local No. 1335, Wilmington, Calif., in regular meeting assembled July 
235, 1954. dé 

I thank you. 

Mr. Auten. You may be assured that the resolution is included 
the record through the reading. Thank you. Are there any questions 
f Mr. Satre? 

Thank you again, sir. 

Mr. Colbarry. 


TESTIMONY OF VICTOR T. COLBARRY, BUSINESS AGENT OF LOCAL 
9 OF THE INDUSTRIAL UNION OF MARINE AND SHIPBUILDER 
WORKERS OF AMERICA, AFFILIATED WITH THE CIO 


Mr. Cotnarry. My name is Victor T. Colbarry, business agent of 
Local 9 of the Independent Unions of Maritime and Shipbuilder 
Workers of America; local 9 is affiliated with the CIO. 

I have no prepared statement for the committee. However, I am 
representing Mr. Shapiro, Harold Shapiro, who is the coast director 
for my organization. He has a prepared statement, Iam sure. He is 
in Washington at the moment, I am sure, concerned with what we are 
concerned with here. 

This statement will be prepared and in the hands of the committee 
awfully soon, [amsure. If [ may make a personal observation, I was 
quite impressed with Mr. Harrington’s remarks with regard to the 
age of the people, the average age of the people in the indus stry. Iam 
quite sure that this committee can do the job that must be done in the 
port as we see it, and that we will be able to sit down with manage- 
ment’s people and work out an apprenticeship program that will give 
you the people we need to do the job : and it won’t take too long, I think. 
They can do that. I think that is of vital importance. It is very 
gri siifvieg to see the committee here and I hope we get the job done. 
We have w: ited a long, long time. 

(Mr. Shapiro’s prepared statement is as follows :) 


OCTOBER 22, 1954. 
Hon. JOHN ALLAN, 
Chairman, Merchant Marine and Fisheries Committee, 
Washington, D. C.: 
The shipbuilding and ship-repair industry cannot survive without a long-range 
program. ‘To establish basic steps in the industry and to wipe out its pernicious 
“feast and famine” cycle, the Industrial Union of Marine & Shipbuilding Workers 
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of America, CIO, has intensified its widespread activities for securing the adop- 
tion of adequate vital legislation. 

Employment in private shipbuilding and ship-repair yards as reported by the 
Maritime Administration August 1, 1954, stood at 102,000. This figure included 
jobs in many yards completely alien to the ship industry as such. The Indus- 
trial Union of Marine & Shipbuilding Workers of America, CIO, predicted a 
decline in shipyard employment to pre-Korean war levels. During the interim 
between ending of World War II and the start of hostilities in Korea, employ- 
ment sank to 132,900. Since then, the growing crisis in the industry has drawn 
another 31,000 workers out on the streets. Part-time employment is the rule 
rather than the exception. We have repeatedly stressed the requirements of 
utilizing every means to impress Congress with the crucial necessity (1) to sub- 
sidize a minimum ship replacement and modernization program for the rebuild- 
ing of a strong fourth arm of national defense; (2) to require the Navy to award 
all available work to private shipyards; (3) to buttress the construction and 
maintenance of a privately operated American merchant marine; (4) to provide 
through basic legislation for the revival of United States shipping and a merchant 
fleet. 

With completion of the 31 Mariner cargo vessels construction program looming 
ahead and not a single order by an American operator for the building of an 
oceangoing vessel anywhere in sight, the proportions of the desperate plight of 
the shipbuilding industry grew. Our national president, John J. Grogan, seeking 
amelioration of the job situation, demanded a halt to naval offshore procurement 
and switching such construction to the American yards. We demanded that 
earmarked funds be spent in United States shipyards to employ our own ship- 
workers. 

More than $200 million in contracts had been awarded by the Navy to our 
European allies during fiscal 1952 and 1953. Our union estimates that 1 year’s 
employment for 40,000 workers could have been provided for by the single 1952 
nnd 1953 expenditure. 

There has been a disastrous dissipation of American shipbuilders’ skills through 
idleness and migration to other industries. 

Members of the House of Representatives and the Senate took the floor to 
probe the merits of our contentions. Shortly thereafter, the first crack in the 
Department of Defense’s stone wall of indifference came with a decision to 
switch $27.5 million already allocated to European yards back to the United 
States shipbuilding industry. Another ruling brought the total to more than 
$40 million. 

We do not stand in the way of giving all-out aid to our European allies, in- 
cluding ships, in defense of democracy’s cause. Our aim has been to seotch the 
specious theory sold Congress that the United States needs to build up a ship- 
building base in principal European allied nations. The continental shipyards 
involved enjoy far greater government subsidies and other aid than do our own 
yards, and now comprise an active productive potential second to none in the 
world. Moreover, these European yards do not shun employing their American- 
builtup facilities and skills to construct and repair Soviet and Iron Curtain com- 
mercial fleets. 

The distressed condition of the American shipbuilding industry and the pressing 
need for retaining a hard core of skilled American craftsmen, cry aloud the 
injustice of favoring foreign private shipyard operators with handouts of 
hundreds of millions of United States taxpayers’ money. 

In 1945 more than 50 percent of worldwide tanker tonnage was under the 
American flag, only 25 percent of tankers now on the high seas belong to the 
United States. Meanwhile, America continues to fall behind not only in the 
percentage of world tonnage, but in the average age of the ships in its tanker 
fleet as well. This means that new, modern, fast, and eflicient foreign-flag ships 
will offer still greater competition to American operators and place them at a 
greater disadvantage. 

The present 20-tanker program, even when achieved, will be inadequate to 
meet the 10 million deadweight-tanker-tons immediately necessary if the guns 
open up. As a war progresses, the petroleum needs of the Nation become greater 
and the gap in meeting tanker needs widens. 

The deplorable state of the ship-repair industry is creating havoe in the loss 
of skilled workers upon whom would depend the ability to expand rapidly in 
the event of an emergency. The haphazard employment, in part brought about 
by the very nature of the work, is discouraging younger workers from entering 
the industry. Skilled shipyard workers (this union has shown by concrete 
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evidence) take from 7 to 10 years to train. The skilled workers now remaining 
in the yards average better than 17 years’ experience. 

We have fought bitterly against the transfer of American merchant ships to 
foreign flags. 

Owners of 80 Liberty ships are still pressing for Government authorization 
of transfer to foreign registry, under new regulations being considered by 
Federal Maritime Administrator Louis 8. Rothchild. 

Under a relaxation of Maritime Administration policy of July 11, 1952, 25 
United States flag flying tankers have been transferred to foreign jurisdiction. 
The Maritime Administration has also allowed transfer of some 10 cargo ships. 

Our union has vigorously protested these policies and practices as acts which 
are not only in direct violation of the principles embodied in the Merchant Marine 
Act of 1936 but will eventually sweep the American-flag-flying fleet from the 
high seas. Of the 418 American ships involved on January 1, 1954, 207 were 
registered in Panama, Honduras, and Liberia. 

The danger of foreign-flag registry is, perhaps, best revealed in the plight of 
the merchant marine of Canada. The 600 vessels sailing under Canadian colors 
after the war have practically disappeared from the high seas. Only slightly 
more than a score of Canadian vessels are registered at home. 

At the outbreak of the First World War American importers and exporters 
were gouged by Allied and neutral shipowners. The United States merchant 
marine had been permitted to wither until the American-flag-flying craft carried 
only 9 percent of our export and import. Then, as today, many apologists for 
operating American ships under foreign flags claimed that such ships are avail- 
able to the United States. Before the outbreak of World War II, so-called 
experts maintained that our country could depend on foreign merchant marines. 
In both instances they were proved wrong. 

During the First World War, not only were foreign fleets unavailable to us 
but the great bulk of American-owned ships which had been registered under 
foreign flags were prevented from sailing or never sailed for American ports. 

The total bankruptcy of the policy of relying upon foreign merchant marines 
was revealed during World War II by the simple fact that in the 5-year period 
1941-45, American shipyards were compelled to build 5,280 oceangoing vessels 
aggregating over 54 million deadweight tons. Of this astounding tonnage, 
America delivered 544 million gross tons of ships to aid our allies. Only 715,000 
gross tons of craft was given the United States by anti-Nazi nations upon whom 
prewar experts had claimed we could depend for merchant ships. 

It is impossible for the United States to exist economically today without a 
merchant marine industry. Agriculture and industry, of necessity, depend upon 
a reliable means of overseas transportation at fair and reasonable rates. All 
the essential basic materials not available in the United States must have guar- 
anteed transportation and availability to our national economy and national 
security. 

This union has repeatedly urged that all contractors for Navy work be re- 
quired to post performance bonds; that no Navy repair be awarded yards which 
do not command an adequate supply of skilled craftsmen; that no contracts 
be granted operators who have yet to establish their ability to meet naval and 
Maritime Administration specifications. 

With the ship-repair industry depressed and a three-way, low-bid naval policy 
in effect, opportunities for carpetbagger operators to win awards for work on 
large vessels are lush. With inability of pocket-size operators to meet Navy 
standards, the inevitable result would add up to the Navy’s deciding that all 
private yards are unqualified to perform the work satisfactorily. The record 
would lend itself to insistence on retaining the jobs for the navy yards and 
cause to come to a halt the diversion of work to private shipyards. 

This split-bid policy, would be, in effect, discrimination against reputable 
outfits and would in the long run lead to giving the ship-repair industry a black 
eye in the public view and shut out naval conversion, overhaul, and other work 
from bona fide yards. 

At the recent ClO Shipbuilders’ Union convention held in Asbury Park, 
N. J., a six-point program was adopted as follows: 

1. Urged congressional action to prevent transfer of American merchant 
ships to foreign flags. 

2. Legislation aiding construction in private United States yards of ships now 
built abroad. 

3. Improvement in the construction-differential for United States shipbuilders. 

4. An early restoration of the revolving fund of the Maritime Administration 
to enable the building of more ships. 
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5. Legislation authorizing unsubsidized ship operators to deposit in the con- 
struction reserve fund earnings that would be tax-deferred and would be used 
for building construction of new ships. 

6. A law was requested to grant subsidy aid to tramp-ship operators under 
certain conditions. 

The members of the Merchant Marine and Fisheries Committee have ac- 
tively interested themselves in the welfare of the industry as shown by the recent 
emergency repair bill; however, the appropriation granted in the last session 
does not go far enough and this union should like to see Congress make a more 
sizable appropriation at the next session so that we can at least take ships 
out of reserve fleets and allocate the work on a port-to-port basis. Competitive 
bids could be obtained from yards in specific areas making possible the spread- 
ing of the work to preserve the few skills remaining in the industry. 

During the past year we also intensified our fight to curb the attempt of the 
Military Sea Transportation Service to take over the entire merchant marine. 

The American merchant marine from immediately pre-Korea to its peak 
in February of 1952 had increased by 76 percent. After meeting our critical 
initial shipping needs our merchant fleet shrank until in May 1953 it was only 
28 percent larger than pre-Korea. Thus, the American merchant marine sharply 
expanded and contracted according to the shipping needs of our Nation during 
this national emergency. 

However, the MSTS fieet sharply expanded but did not contract when the 
shipping needs sharply decreased after the beginning of 1952. The MSTS fleet 
is still 66 percent larger than it was at the outbreak of the Korean war. 

A panel of the Surplus Manpower Committee held on August 6, 1952, stated 
as follows: 

“Tt is essential in the public interest that these varied shipbuilding labor skills 
be preserved and that shipyards throughout the country be enabled to retain 
their indispensable nuclei of skills.” 

Adm. W. D. Leggett, Chief, Bureau of Ships, has said: “The security of our 
country requires a healthy private shipbuilding industry able to assume, upon 
mobilization, its fair share of the Navy’s vastly increased shipbuilding, conver- 
sion, and repair workload.” 

The President, Dwight Eisenhower, has stated several times to the American 
people that he wishes the Government to get out of competition with private 
industry and that his administration is seeking to limit work being done by the 
Government to private enterprise. 

This union was happy to see Secretary of the Navy Thomas take cognizance 
of the state of our industry by adopting the policy of letting the private yards 
have more work. 

I wish to thank this committee for the privilege of submitting this brief upon 
a matter which is so important to the national security and to our industry. I 
regret I was unable to be present at the meeting held in Long Beach; however, 
I am sure you had a very successful meeting. 

Respectfully submitted. 

HaroLtp SHaprro, Regional Director. 

Mr, Auren. Mr. Colbarry, will you express to Mr. Shapiro the 
appreciation of the committee for the part which he played in making 
the preliminary arrangements for this meeting? W ith regard to his 
statement, I would like to state for all cone erned that the record will 
be kept open for 2 or 3 weeks at least and if there are supplementary 
statements of any kind, they can be supplied to the committee and will 
be included in the record. 

Mr. Drewry. I think the easiest way is to send them right to the 
Merchant Marine Committee in Washington. If they are addressed 
to the Merchant Marine and Fisheries Committee, House of Repre- 
sentatives, Washington, D. C., that will bring them to the committee. 

Mr. Norsiap. For your information, figures given by Mr. Harring- 
- were almost the identical age figures we got in Se: attle, Portland, 
San Francisco, because we made the same inquiries, so it is a coastwise 
problem. 

Mr. Auten. One question, Mr. Colbarry: I would like your opinion, 
if you think you can give me one, in some of the planning or in the 
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report of Mr. Murray possibly with regard to mobilization of the 
shipyards; it was stated that they thought they could put 12 inexperi- 
enced men into a yard with 1 experienced man and get a fairly efficient 
labor group. What would your opinion be as to how much of a dilution 
there could be of the skilled and the unskilled ? 

Mr. Cotparry. Well, that is what happened in the last war. I don’t 
know whether this is pertinent to the question. I quarreled with 
the apprenticeship-training program in that it was used as a means 
of securing wage increases, rather than on ability, and that is why 
I hope that the figure that Murray used, 12 to 1, would be good pro- 
viding that the company and the unions sit down and establish how 
long this 12 will stay with the 1 man. I mean, for instance, you take 
in the industry, as it was during World War II, we used to assign 
a fellow to the job and he would wind up at the end of the war with 
the title pipefitter, and at the pipefitter’s rate of pay, but, in reality, 
he was a drill-press operator, but I say if you assign 12 men to 1 
leader man or 1 supervisor who would keep them for a proper period 
of time, I would say in 6 months you would have a man able to do 
the iob. 

I would say 1 skilled fellow with 12 men, if he had the right to 
supervise them and instruct them properly, it would be all right. 

Mr. Atxten. But the figure of 1 to 12 is not too far off? 

Mr. Cotsarry. No, no, I don’t think so. 

Mr. Auten. Thank you very much, sir. 

Mr. Smirn. Mr. Chairman, could I make a statement for the boiler- 
makers, A. F. of L.? 

Mr. Auien. Yes, certainly. I want to say: If there are other 
people who wish to testify, I would like to have them make themselves 
known, and also, I notice that Mr. Fleming, the Pacific Coast 
Director of Maritime Administration, is here, Commander Davis, 
Mr. Coomb from the naval shipyards, and, while I do not intend to 
call upon them unless they desire, the record is always open to them 
if they care to make statements at this time or to file statements later. 

(Pursuant to Mr. Allen, the following letter, which contains the 
views of Department of Navy, is as follows:) 

DEPARTMENT OF THE Navy, 
BUREAU OF SHIPS, 
Washington 25, D. C., November 16, 1954. 
Hon, JouHn J. ALLEN, 
Chairman, Special Subcommittee To Study West Coast Shipbuilding and 
Ship Repair Industry, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D. C. 


My Drak Mr. CHAIRMAN: It is my understanding that your subcommittee re- 
cently completed a study of conditions in the shipbuilding and ship-repair indus- 
try on the west coast. I have had the privilege of examining some of the state- 
ments made before your subcommittee during the hearing conducted at Long 
Beach, Calif., on October 13, 1954, and have been apprised that the subcommittee 
would welcome a statement from the Bureau of Ships for inclusion in the record. 

The Bureau of Ships is fully in agreement with most of the objectives which 
industry spokesmen at the hearing desire to accomplish. The economic health of 
the shipbuilding and ship-repair industry, particularly on the west coast, is a 
matter of utmost concern to the Navy 

As you know, the Bureau of Ships has a primary mobilization responsibility 
for maintaining a nucleus of operating yards skilled in the construction and 
repair of combatant ships. It has been our consistent policy to apportion naval 
work between our naval shipyards and the private ship industry in such a way 
as to preserve the mobilization readiness of both. Another constant objective of 
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the Bureau has been to encourage, as a strategic measure, a wide dispersal 
of active ship construction and repair facilities throughout our coastal areas. 

Since World War II, we have awarded most of our new naval construction to 
private yards. Yards on the west coast have been highly successful in competing 
for construction of minesweepers, barges, tugboats, and other craft but, because 
of handicaps well known to you, have not fared so well in competing on procure- 
ments of steel combatant ships. 

Recognizing the need for rebuilding and maintaining essential skills and 
facilities of private yards for combatant-ship construction, the Navy recently 
restricted competition on certain escort-vessel construction to west-coast private 
yards with the result that 4 of these ships, having an aggregae contract price 
of more than $30 million, will be built on the Pacific coast. Qualified yards in 
the Long Beach-San Pedro area were invited to quote, but did not submit pro- 
posals. In addition, a substantial share of the Navy's conversion work has been 
assigned to west-coast naval shipyards. To date, these shipyards, both naval 
and private, have received work in our fiscal 1955 program having an estimated 
shipyard cost of approximately $108 million, as compared to approximately $308 
million assigned or awarded to east-coast shipyards. 

The statements of shipyard spokesmen during the Long Beach hearings indi- 
cated a general dissatisfaction, however, with the division of naval repair work 
as between private yards in the 11th Naval District and the Long Beach Naval 
Shipyard and the San Diego repair facility. It was urged, in particular, that 
a more equitable allocation of the available repair work be made to private yards 
in the Long Beach-Wilmington-San Pedro area. I sympathize with the views 
of these spokesmen and I assure you that the Navy desires to afford private ship- 
repair facilities in that area all practicable support, consistent with the Navy’s 
operational and mobilization requirements. 

As pointed cut by Mr. R. D. Sweeney, attorney for local shipyard interests, the 
Bureau of Ships early in 1953 broadened its policy of assigning ship-repair work 
to private yards to include most active fleet auxiliaries and service craft, plus 
selected patrol and mine warfare vessels, amphibious warfare vessels, and other 
combatant ships. This action was taken as a result of a policy decision made 
by the Secretary of the Navy. It was decided, however, that the repair of most 
combatant ships, together with some auxiliaries and service craft, would remain 
in the naval shipyards. It was considered that this division of work would 
permit both naval and private shipyards to maintain essential skills, facilities, 
and malagement experience. VPartly as a result of this policy, continental naval 
shipyard employment declined from 129,135 in March 1958 to 105,348 in August 
1954. Employment at the Long Beach Naval Shipyard during this period declined 
from 8,000 to 6,600, with productive employment on repair work declining from 
3,000 to 2,500. At the same time, the number of private-yard employees in the 
Long Beach-Wilmington-San Pedro area rose from 2,200 to 3,200. Private-yard 
employment on Navy repair work in this area increased from 200 to 600. 

The Navy’s new ship-repair policy was not incorporated in any formal directive, 
as suggested by Mr. Sweeney, as it was considered necessary to retain some 
degree of flexibility, not only to insure that scheduled requirements of the 
operating forces could be fulfilled, but also to prevent uneconomical fluctuations 
in the workload of our naval shipyards. This flexibility was also essential 
to meet unforeseen emergencies, to permit a progressive reduction in naval 
shipyard employment without unnecessary hiring and firing, and to foster an 
orderly increase in workload and employment at our private ship-repair yards. 
It was found expedient from time to time to assign the overhaul of numerous 
combatant vessels to certain private yards. During the period from July 1953 
to June 1954, the industrial manager of the 11th Naval District, awarded the 
overhauls of 35 combatant ships (excluding 195 landing craft, vehicle, personnel 
(LCVP)) to private yards. Conversely, 36 noncombatant ships were assigned 
to the Long Beach Naval Shipyard (excluding certain mutual-defense-assistance 
vessels ). 

Nevertheless, the liberalized policy adopted by the Navy in the spring of 
1953 resulted in a greatly increased volume of work being assigned to private 
shipyards in the 11th Naval District. During fiscal year 1954, repair work 
(including MSTS) aggregating $11,051,162 was awarded to private yards in this 
area, as compared to a total of $5,491,789 during fiscal 1953. During the second 
half of fiscal 1953, an average of 344 productive employees were engaged on 
Navy repair work (excluding MSTS) in the 11th Naval District. During fiscal 
1954, however, an average of 1,006 productive workers were so engaged. As 
previously stated, in the Long Beach-Wilmington-San Pedro area, productive 
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employment on Navy repair work had increased to 600 by August 1954. During 
fiscal 1954, a total of 94 naval vessels (excluding 195 LCVP’s), in virtually 
every category, were assigned to private shipyards in the Long Beach-Wilming- 
ton-San Pedro area. While the statistics certainly are not indicative of a pros- 
perous ship-repair industry in the Long Beach-Wilmington-San Pedro area, they 
0 reflect the action taken by the Navy to assist these local yards 

The Bureau of Ships distributes the naval repair and conversion work avail- 
able for private yards among the various naval districts in direct proportion 


to the ommercial ship-repair potential of operating yards in such districts. 
Ordinarily, competition is restricted to qualified firms within the district to 
which the work has been assigned In some cases, however, it is in the Goy- 


ernment’s interest to solicit competitive proposals from shipyards in neighboring 
listricts. I believe that competition has usually been adequate in the 11th Naval 


During the remainder of this fiscal year, the Navy plans to allocate for award 
in the 11th Naval District numerous overhauls of active and reserve fleet vessels, 
naval reserve training and district craft, inactivation overhauls, and certain 
other work After inclusion of an estimate for MSTS work, it is anticipated 
that during the remainder of this fiscal vear sufficient productive work will be 
awarded to private yards in this district to sustain an average of 1,025 workers 
This is considered to be an equitable share of the total ship-repair and conver- 
sion work available for award to west-coast private shipyards 

In his statement, Mr. Sweeney indicated that there were persons in the 
naval shipyards who were against giving more work to private yards and 
that, according to some nayal officers, private yards “did not possess sufficient 
skills to do the work.” It is true that certain naval shipyard employee’s groups 
have, from time to time, protested specific transfers of work from naval to 
private shipyards. This was only natural, in view of the circumstances. How- 
ever, the Bureau knows of no person in authority at our naval shipyards who 
has been, or is, opposed to the Navy’s policy of assisting our country’s private 


yards to the greatest practicable extent. It is true also that some doubt was 


expressed in the spring of 1953 as to the current capabilities of certain private 
yards to overhaul combatant ships with their complex ordnance and electronics 
gear. I would like to say at this point, however, that the private ship-repair 
industry has, in general, done an excellent job on naval repair work. It is only 
fair to add that this performance by private yards is partly attributable to the 
assistance given by naval shipyards, particularly with regard to ordnance and 
electronics work 

Mr. Sweeney also stated that “in a naval shipyard the number of naval 
employees is fixed at a certain figure regardless of whether they can be kept 
economically employed at all times. In order to reduce the working force in 
a naval shipyard, I understand that authority must come from Washington.” 
Substantially the same allegation was made by Mr. William A. Harrington, 
manager of the Bethlehem-San Pedro yard. 

These statements reveal a regrettable misunderstanding as to current admin- 
istrative practices in our naval shipyards. Each naval shipyard, for many 
years, has operated under continuing instructions to maintain only the minimum 
number of employees necessary to accomplish the work in hand. Naval ship- 
yard commanders need no specific authority from the Bureau of Ships either 
to hire or fire employees. On the contrary, they are expected automatically to 
adjust employment, from time to time, to correspond with the changing workload. 
The Bureau makes periodic planning estimates, in consultation with shipyard 
commanders, of expected employment for each quarter. In the case of admin- 
istrative, as distinguished from “productive” employees, ceilings are established 
which cannot be exceeded without express authorization from the Bureau. 
However, the shipyard commander is not expected to recruit up to these author- 
ized levels unless work requirements justify such action. 

With regard to offshore ship procurement, I would like to point out that the 
Navy’s fiscal 1954 program amounted to approximately $21 million instead of 
$30 million, as stated during the hearings. As you know, offshore ship procure- 
ment is a part of a broad program of military assistance to our allies, and is a 
result of a policy decision of the Department of Defense, the State Department, 
and the Foreign Operations Administration. The Bureau of Ships, as procure- 
ment agent, is implementing this decision. The vessels being constructed over- 
seas are destined for use by friendly foreign countries and are being financed 
by funds appropriated for mutual-security purposes. The chief reasons advanced 
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for this type of military assistance are that it places the obligation for recurring 
upkeep and logistics responsibility upon the recipient countries and enables our 
allies to attain greater self-sufficiency in defense production. 

With regard to the statement that offshore ship procurement was contrary to 
a Department of Defense directive in that it had a “serious adverse effect” upon 
the United States economy, I would like to say that the total overseas ship pro- 
curement during fiscal 1954 was about 3 percent of the naval construction work 
awarded to American private yards during that year. Even this small volume 
of work would, of course, have benefited our private shipbuilding industry. How- 
ever, aS previously pointed out, there were certain advantages in placing the 
work overseas and it was not considered that this action would have any serious 
adverse effect on the United States economy or mobilization base. 

It was also stated that ships having ‘many secret devices” are being built 
in countries where there are numerous Communists. I believe that every effort 
has been made to have these ships built at locations where there is a minimum 
risk of subversion. Selections of proposed sites have been made only after con- 
sultation with representatives of the State Department and the Foreign Oper- 
ations Administration. However, even if these ships should be built in this 
country, they would still be turned over to the same foreign governments to 
which it is now plannei to transfer them. 

This Bureau fully agrees with Mr. Sweeney’s statement that any manpower 
policy directed toward relieving surplus labor conditions in shipyards should be 
formulated on an industry basis, rather than on a geographical basis. Actually, 
this result was accomplished by the exemption of shipbuilding awards from 
application of the preference procedures of Defense Manpower Policy No. 4. 
However, since shipbuilding and ship repair are a distressed industry throughout 
the country, there appears to be no equitable basis for affording one area any 
preference over another. 

It was stated that during World War II the Government borrowed yachts 
from private owners and later returned them “sometimes in very bad condition 
without just compensation for their repair.” I believe there must be some mis- 
understanding on this point. The return of such vessels was governed by the 
act of May 18, 1944 (Publie Law 305, 78th Cong.). This law provided for rea- 
sonable allowances for the reconditioning of such vessels and for compensating 
the owners for the use by the Government of their property. This Bureau knows 
of no instance in which a private owner did not receive an equitable allowance 
for the use of his yacht. The Bureau is not in a position to comment on Mr. 
Sweeney’s suggestion for amending the income-tax laws to benefit owners of 
private vessels. 

Mr. John T. Gilbride, general manager of Todd-San Pedro Shipyards, as well 
as Mr. Harrington, urged the elimination of inequities in administrative and 
bidding procedures relating to Navy work. As an example, it was stated that 
repair jobs were frequently readvertised without sufficient cause. I appreciate 
the difficulty that ship-repair firms sometimes have in understanding why an 
entire set of bids must be rejected and new bids solicited. Such a course of 
action, however, must at times be followed by the Navy when all of the bids 
received are considerably in excess of Navy estimates. Obviously, it is to the 
advantage of the Government to solicit new proposals rather than, as suggested 
by Mr. Gilbride, to negotiate with the lowest bidder. I do not perceive how 
this procedure is prejudicial to the low bidder. I thoroughly agree, however, 
with Mr. Gilbride that the Government should not be put to needless costs in 
readvertising merely because of minor changes in the specifications. It is the 
sureau’s constant objective to keep such costs at a minimum. 

Mr. Gilbride’s complaint regarding long delays experienced in receiving deci- 
sions under the disputes clause of repair contracts has been investigated. While 
there have been some delays on the part of the Government in the past, I am 
informed that all appeal cases are now reasonably current. The Bureau would 
be glad to check further into any specific cases referred to it. I assure you that 
we are anxious, whenever practicable, to reduce the time required for the Gov- 
ernment’s action in connection with such appeals. Mr. Gilbride’s surmise that 
Government delays are a device for forcing settlement is incorrect. 

The Navy was criticized at some length for its practice of soliciting split bids 
in the award of repair work. I sympathize with the viewpoint expressed at 
the hearing which, I believe, is shared by many other industry spokesmen. The 
Bureau of Ships fully recognizes the importance of maintaining the mobilization 
readiness of our large repair yards, including those in the 11th Naval District. 
The Bureau also realizes, however, that our smaller repair firms are valuable 








358 WEST COAST MARITIME INDUSTRIES SURVEY 


defense assets, especially from the standpoint of maintaining essential em- 
ployee skills, and should be permitted under certain circumstances to Compete 
for work for which they are qualified. Of equal importance is the fact that 
the Government is sometimes able, under the split bid procedure, to have the 
work accomplished at lower cost However, each decision to use the split-bid 
method is preceded by a careful examination of all factors involved, including 
those specifically mentioned by Long Beach shipyard officials, 

Upon inquiring into the situation existing in the 11th Naval District, I find 
that d ng the past fiscal year integrated yards in this district received ship- 
repair work (including MSTS) amounting to $7,536,752, out of a total of 
$11,031,162 of work awarded to all ship-repair firms in that district. During 
the month of August 1954, integrated yards in the Long Beach-Wilmington-San 
Pedro area received awards totaling $1,495,310. I should mention also that 
during the period from March 1953 to August 1954, productive employment of 
integrated yards in the same area increased, according to this Bureau’s records, 
from 163 to 566. In view of these circumstances, I do not believe that the share 
of naval work obtained by small repair firms in the 11th Naval District during 
the past year has been so significant as to impair the mobilization potential of 
the large integrated yards in this district The Bureau knows of no repair work 
having been awarded in this district to brokers possessing no employees or 
facilities for such work of this kind. The Bureau would welcome any specific 
information on this point which may be known to Mr. Harrington. I assure 
you that the distribution of naval repair work among private yards, both large 
and small, is a matter of the utmost concern to this Bureau and is kept under 
constant review. 

Before closing, I would like to comment upon Mr. Harrington’s suggestion 
that the Bethlehem-San Pedro yard be considered for submarine construction. 
While it is true that this shipyard has building ways generally suitable for 
such work, it would be necessary for the San Pedro yard to acquire numerous 
additional facilities together with the unique design experience and “productive” 
know-how required for submarine work. I have confidence in the Bethlehem 
organization and believe that these obstacles could be overcome. However, 
such action would not be advisable at present because existing submarine work 
is very small in relation to the considerable number of operating shipyards 
which are fully qualified for submarine construction and repair. On the east 
coast there are 8 active, qualified naval shipyards and 1 private shipyard. The 
Navy recently discontinued submarine work at the Boston Naval Shipyard 
because 4 east-coast naval shipyards could not be economically supported as 
2 naval shipyards, 
Sun Francisco and Mare Island, which are experienced in submarine work. 
Likewise, the Pearl Harbor Naval Shipyard handles repairs to Pacific Fleet 
submarines. The Bureau appreciates Mr. Harrington's interest in having the 
San Pedro yard participate in this field and regrets that it cannot offer him 
encouragement at this time. 

With kindest regards, 

Sincerely yours, 


submarine repair facilities. On the west coast, there are 


W. D. LEeGceETT, Jr., 
Rear Admiral, U. S. N., Chief of Bureau. 


Would you give your name for our record ¢ 


TESTIMONY OF JOHN SMITH, BUSINESS MANAGER OF BOILER- 
MAKERS LOCAL, NO. 92, AMERICAN FEDERATION OF LABOR 


Mr. Smiru. My name is John Smith, business manager of Boiler- 
makers Local 92, A. F. of L. 

As one of the largest locals in the west coast during the war years, 
we had 34.350 men in our local. Out of the 34.350 men. 30.000 of 
them were in the ship construction or in branches of fabricating shops 
who were prefabricating materials for ship construction. 

As of October 13, 1954, today, we have the grand total of 30 ship- 
yard workers in the Los Angeles-San Pedro-Long Beach area. One 
of the factors which I didn’t notice anybody talking about in this 
morning’s discussion was the fact that the majority of these 30,000 
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workers in the boilermakers were steel ship construction workers. In 
the small boaty: ards, as exist today, the majority are wood construction 
boatbuilders. Now, these 30,000 people who had worked on steel 
ships have deteriorated to the point of 80. Now, our fabricating shops 
in the downtown Los Angeles area and also San Diego and Bakersfield 
include a possible 1,000 fabricating workers. 

Out of this 1,000 in the last 6 or 8 months, that had been reduced 
practically 35 percent, so what is happening here in the entire steel 
fabricating indus stry in this area is that our people are elther on the 
unemployed list or are seeking employment in other industries and 
I can’t go along with the statement that 1 skilled worker can take 
12 or 11 other unskilled workers and in a period of 6 months make a 
skilled steel shipbuilder out of those other 11. 

As we know the welding industry, as the welding part of it exists 
today, one of the toughest schedules for a welder is to compete with 
some of the tests which are now being put to them in the refinery in- 
dustry and you Just don’t make skilled welders or skilled layoutmen 
in that type of an industry within a 6-month period. 

In the entire fabricating industry, under the — boilermakers 
A. F. of L.. we have 30 apprentices and somewheres around 60 fab- 
ricating shops, and if we talk about intending to keep these people, 
who totaled 30,000 at one particular time, and is now back to 30 and 
1.000 steel fabricators, I don’t know what we are talking about when 
we expect to, under a national emergency, just put out this type of 
people and put them into an industry which is not only declining, but 
IS pri ictic: ally dead. 

Mr. Auten. How long do you think it would take, Mr. Smith, to 
work from the present t level] of e mployment around here to the SS.000 
that were employed during wartime / 

Mr. Smirn. Well, speaking for the boilermakers division, which 
would primarily be the bulk of the people on steel ships, it would 
probably take us at least 1 year to 18 months in order to cet enough 
people to perform any part of the production which was performed in 
the last war. 

We try to er in touch with our peop le: we send out mailing lists 
twice a year, but they are just not ee The work level as such 
is such that there is no use to come back in an industry where they 
would only work probably 3 months out oe a year, 

Mr. Auten. People generally find other employment ¢ 

Mr. Smirn. I imagine that the m: jority of the welders are now in 
the aircraft industry, although we primarily weld on heavy plate con- 
struction. Most of the welders can adapt themselves after a period 
of training to lighter gage materials, 

Mr. Aten. In case of a war, they would be just as much needed 
there as they would in shipbuil ling ? 

Mr. Smirx. That is exactly 1 ‘ight, 30 apprentices and when it takes 
them approximately 4 years to learn a trade, that is a far ery from 
what would be needed in a national emergency. 

Mr. Atten. Thank you very much. 

We very much appreciate the testimony that has been furnished to 
us. Are there any others who would like to appear 
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If not, we will close these hearings. The committee intends to visit 
some of the yards in San Diego and may or may not have any hearings 
there, but the record can show now that if there are any people in San 
Diego or elsewhere who wish to furnish statements, they can be in- 
cluded with this record which we have made today. 

I want to thank again, on behalf of the committee, on behalf of 
Chairman Tollefson, and those of us present, all those who have par- 
ticipated in making the arrangements. We have not only had a very 
fine set of information made available to us, but it has been made 
available under the most pleasant of circumstances. Thank you very 
much. 

(Whereupon, at 12:40 p. m., the hearing was closed. ) 


— 
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THURSDAY, OCTOBER 14, 1954 


Housb or REPRESENTATIVES, 

SPECIAL SUBCOMMITTEE ON Pactiric Coast MArtrimE MATTERS 

OF THE COMMITTEE ON MERCHANT MARINE AND FISHERTES, 
San Dieqgo. Calif. 

At 1:45 p. m., John Bate, port director, port of San Diego, called 
to order the luncheon meeting held at Kona Kai Club, October 14, 
1954, held in honor of members of the congressional subcommittee of 
the House Committee on Merchant Marine and Fisheries. The mem- 
bers of the committee prese nt included Representative John Je Allen, 
Jr., acting chairman (Republican, California), and Representative 
William S. Mailhard (Republican, California). Their assistants, 
John M. Drewry, counsel, Washington, D. C., and Robert T. Reinhardt, 
special investigator, San France sco, accompan! | them. For those 
present from San Diego, please f » attached li t 

John Bate then introduced those seated at the head table which in- 
cluded Representative Robert Wilson: Captain Raulman: Captain 
Scheibel, commanding ollicer, United States Coast Guard Air Station: 
Harley Knox: Commander Snyder: Mayor John Ey, Butler: John Jd. 
Allen, Jr., and William S. Mailliard. 

John Bate then introduced Mayor Butler, who welcomed John J. 
Allen, Jr., and William S. Mailliard to San Diego and presented them 
with keys to the city. 

Port Director Bate then introduced Representative Robert Wilson, 
of San Diego, who in turn introduced Messrs. Allen, Jr., and William 
S. Mailliard. 

Mr. WILSON. It is a pleasure to be able to introduce two of mv dis- 
tinguished colleagues from the House of Representatives. The fact 
that they are here not only attests to their hardiness and durability, 
but it is a tribute to the oToWInNg importance of San Diego Harbor. 
We started with 6 in number and these are the 2 remaining members t« 
get to San Diego. Their mission in visiting ports of the Pacific coast 
is twofold; one, they want to make any inventory of shipyard facilities 
on the Pacific coast and secondly, they want to bring to the attention 
of the people of the Pacific coast the importance of the shipyards. We 
are happy to have them looking at our somewhat smaller shipyards 
in San Diego and hear of our plans for enlargement in the future. 
They are both Representatives of the Golden Gate area; Bill Mailliard 
is from San Francisco and John Allen is from Oakland. I don’t know 
whether they know it or not, but we are known as the Silver Gate down 
here and, while gold has a higher ratio of value than silver, we hope 
to establish the importance of San Diego on a ratio comparable to 
that of San Francisco. We are fortunate to have such men as John 
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Bate, who, as port director, has many plans for the future. I am 
happy you were able to look at the five shipyards you saw this morning, 
and many of us will tell you our problems this afternoon, so you can 
include these in your report to Washington. I will now introduce in 
order of their seniority—for seniority is very important in Washing- 
ton—Hon. John Allen, Jr., from Oakland. 

Mr. AuLEN. I was told there would be no speeches today ; however, 
this is hard on a Congressman, for perhaps you know one definition 
of a Congressman is that he approaches every question with an open 
mouth. We have had a rather delightful time, and we really have 
accomplished a few things in the last 2 weeks, starting with the inspec- 
tion and study and some hearings comparing the shipyard situation 
n Seattle, Olympia, Astoria, Tacoma, Portland, Vancouver, the bay 
area, Los Angeles, and now here. Our purpose was severalfold. We 
wanted to find out by personal inspection what the yards looked like 
while in operation, the extent of operation—and only personal inspec- 
tion will tell you—and we now have members who know the west 
coast by firsthand information. Some committees have also been 
appointed for the oulf and east coast. Although we wanted an idea 
of the readiness of the yards in case of an emergency, in addition we 
wanted to know whether we have facilities for handling vessels en- 
gaged in waterborne commerce. We have three purposes: To stir up 
interest in the operation of shipyards and stir up public opinion, for 
they should know the Importance of both the commerce? ::] type ships 
and the yards which build and repair them as a part of the defense 
effort in case of trouble so the Government would give us support in 
peacetime to keep them (the shipyards) in readiness. Air is not going 
to replace certain types of transportation. A Navy representative, of 
San Francisco, told us for every unit of cargo to be transported, it 
costs 1 cent to transport it on the surface against 30 cents by air; this 
includes man-hours, equipment used, ete. It is rather easy to predict 
that surface transportation, particularly water transportation, will 
always be a cheaper way of transporting big loads and big move- 
ments, whether figured in money or men or equipment. We have 
stirred up this good public opinion and our thanks are very genuine, 
and I can speak for Chairman Tollefson, who came as far as San 
Francisco before going back north. We appreciate the help we have 
had from the press, radio, television, and the communities we have 
visited. The reaction on the part of the people and industries in some 
of the cities we visited is a rather depressed attitude which has not 
been completely changed, but has become more hopeful. This hopeful 
attitude has come out of the fact that a congressional committee has 
undertaken on its own initiative to come out and see how things are 
going. We always invited the Congressman from the district we were 
going to visit to go along with us, and we had a chance in some cases 
to educate the Congressman. This was not true with Bob. All in all, 
we had a rather successful trip up and down the coast and it is going 
to be very helpful to the merchant marine situation in general, both 
in creating a better understanding by the public and in getting aroused 
the interest on the part of various constituencies which will permit 
Representatives in Congress to go ahead with greater support for the 
merchant marine. We are particularly delighted with the windup 
down here, It has been very relaxing. I want to thank all of you for 
helping in our work and in making our stay so enjoyable. 
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Mr. Wixson. We are extremely fortunate that there has been this 
opportunity for Congressmen and members of the shipyards to ex- 
change ideas. We would be remiss if we did not e xpress our thanks to 
John Bate and C. A. Smith for making our stay more enjoyable, and 
please believe us, we ae very appreciative for the trouble. I might 
mention that these 3 gentlemen are Republicans and all 3 are interested 
in the problems of the administration. Bill Mailliard is particularly 
appreciative of your hospitality and we have seen an example of it this 
morning with the importation of some of his native fog, and Bill does 
have a word or two. He is one of the younger Members of the House 
of Representatives also, and we have had much in common. William 
S. Mailliard, of San Francisco. 

Mr. Maituiarp. Thanks, Bob. Iam glad I had the fortitude to last 
all the way to San Diego. It has been a perfect windup. Mr. Allen 
has given the picture of what we tried to do and I agree with what he 
said. There have been real accomplishments, and what it translates 
itself into in the way of legislation requires thoughtful consideration. 
Whether we do or whether we don’t, the fact that a committee has 
taken a really good look at the Pacific coast facilities and will be able 
to write a record of information that, although it is not new, has not 
previously been assembled in a place where it can be used, may help 
Congress and the people we are trying to serve. If I said your hos- 
pitality overwhelmed us, I would not be exaggerating. This is the 
most attractive place of any place we have been. 

Mr. Bare. There are those who do the work of a committee, and we 
have two gentlemen here who are helping these Congressmen: John 
Drewry and Robert Reinhardt. 

Hearings are rather dull and there will be no formal hearing here, 
but we will submit statements which will go into the record and, in con- 
clusion, it is hoped that the various yards presenting oral statements 
today will cooperate in compiling written statements, and we will help 
out here at the port of San Diego in whatever way we can. I am now 
going to ask a representative from each yard to make a brief state- 
ment. National Steel & Shipbuilding. 

Mr. Smiru. Mr. Hertensteiner did not show up and he was supposed 
to do the talking; however, our immediate problem is an allied 1 
dustry, whether it is the fishing ee which is a very large factor 
in keeping the shipyards he: lthy here, or some other industry. There 
are clippers tied up here, which you sweindils saw this morning, because 
of problems that are national in scope and unfortunately have weighed 
very heavily on all segments of the county here. ‘This is one thing that 
if it could be readjusted so that the help given Japan and the Orient 
could be spread over the Nation instead of one industry, it would help. 

Mr. Auten. May IL ask the average age of your employees / 

Mr. Smiru. It averages 35 to 40. 

Mr. Aten. That is one of the healthiest statements we have heard. 

Mr. Smiru. That is primarily those engaged in steel construction. 
Those in woodwork are well over 50. 

Mr. Barr. We will next hear from Campbell Machine Co. 

Mr. Bennerr. Mr. Smith has covered the problem very well. At 
the present time we have 20 boats completely filled with fish sitting 
at the dock and as you know, you cannot work on boats when they 
have fish in them. 
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Mr. Bare. We will next hear a representative of the Martinolich 
Shipbuilding Co. 

Mr. Tucker. When we can start again on tuna-boat work, then we 

ll have something to look forward to. 

Mr. Autien. Is there any plan for construction of tuna boats with 
. dual purpose in mind ? Clippers which could be used for tuna in 
peacetime and converted for transport of refrigerated cargo in war- 
time ¢ 

Mr. Tucker. I do not know of any plan at this particular time, but 
during the war 50 clippers were modeled after tuna boats and after 
the war were reconverted to tuna boats. 

Mr. Auten. From observation of these yards, you handle various 
repairs and construction of ships which are no bigger than seagoing 
tugs. 

Mr. Tucker. We can handle destroyers or LST’s. 

Mr. Bare. We will now hear from the representative from Ketten- 
bure Boat Works. 

Mr. Kerrensurc. Our operation is strictly on smaller type boats, 
and I certainly will 0 alo oe with the other centlemen on the fact 


that the fishing situation, importation of fish, has affected our volume 


il yi 

y materially to the poi rs here we have really had to go out and 
ve to ke pup a reas nable operation, and |] certainly agree 
something should be done to spread the load of help to Japan and 
her Asiatic countries to take the load off this particular industry. 
It is definitely having an effect on our volume which we have to main- 

to keep operating 
Mr. Barr. A representative of San Diego Marine Construction Co. 

ill now be heard. 

Mr. Hartz. I agree with everything my competitors have said in 
gard to the tuna boats, but I would like to bring out one point they 
eem to have missed. At the present time the Navy is almost keep- 
y our yards going. If we had to depend on the t ina boats we would 
pretty slin pickings, and we are doing repair work for the 
Navy, as I believe other yards do, and T believe we are saving them 
noney in the private yards in comparison to what it would cost for 


ie Government itself to do 1 

Mr. Barr. A representhtive of Harbor Boat & Yacht Works will 

yW spe ik on the subiye e 

Mr. Carsten. There is nothing which can be added to Mr. Smith’s 
statement. We have 12 vessels in the harbor at the present time 
loaded to capacity. 

Mr. Barr. We will now hear from Mr. Chapman, of the American 
Tunaboat Assox lation. 

Mr. Cuarman. To sum up the effect of these various conditions on 
the tuna industry, let me merely say that 3 years ago 214 tuna clippers 
were listed as members of the American Tunaboat Association. 
Today there are 163 working out of San Diego—they are not all out 
now, but we have that numbe1 capable of working out of this area. 
There have been 2 vessels constructed in the last 3 years. They are 
now under construction in Smith’s vard to fish out of Puerto Rico. 
Nothing can be built at the present time to fish out of southern Cali- 
fornia. The tuna clippers largely built the shipyards around San 
Diego and the problem must be met somehow. 
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Mr. Auten. Are the canneries working at capacity in this locality 
with the fish caught ? 

Mr. Cuapman. They have been running intermittently on imported 
tuna, on domestic tuna intermittently, and closed down intermittently. 
We have had 10,000 tons of yellowfin imported and now have 10,000 
tons in the harbor waiting to be unloaded. The canneries have 
bought more fish than they can sell both from Japan and from us, 
and we would prefer that if any reduction in buying is brought about, 
it be from Japan and that they would buy from us. Our difficulty 
is the fact that the ccngestion comes each year right at the height 
of the productive season and, therefore, the boats are tied up when 
they can catch fish fast and cheap. They have to catch them when 
fishing is slow and costs more, therefore. We should be able to turn 
t around. 

Mr. Bare. Gentlemen, thank you for your statements. We hope 
that in the future we will have facilities for the repair of merchant 
vessels in our local shipyards, and that they will have the opportunity 
to bid for the construction and repair of these vessels. Those of you 
who have made oral statements today, please prepare written state- 
ments and submit them to the port as soon as possible. Thank you, 
gentlemen. 

The meeting was adjourned at 2:15 p.m,, ¢ yctober 14, 1954. 


List oF THOSE ATTENDING LUNCHEON AT Kona Kart, Octosper 14, 1954, In HONOR 
OF CONGRESSIONAL SUBCOMMITTEE OF THE HoUSE COMMITTEE ON MERCHANT 
\IARINE AND FISHERIES 


Congressional members of subcommittee: Hon. John J. Allen, Jr., Repu an, 
California, Hon. William S. Maillaird, Republican, of California 
Special assistants: John M. Drewry, counsel, Washington, D. C.; Robert T. 


Reinhardt, special investigator, San Francisco. 


Southern California Congressman who was guest and observer with the sub- 

nittee: Robert Wilson, Republican, San Francisco. 
National Steel & Shipbuilding: C. A. Smith,’ president ; Douglas Giddings, secre- 
iry and legal counsel; George Dew, general manager of National Marine Termi- 
i Comdr. Harry F. Snyder, Senior Assistant Supervisor of Shipbuilding, 
United States Navy, and Naval Inspector of Ordnance; Brooks Weber, H. G. 
Smith 

Campbell Machine Co, : George Soares, vice president; Robert F. Bennett.’ 
Martinolich Shipbuilding Co.: John Martinolich, vice president; Marvin 
j cker, manager, 

Kettenburg Boat Works: Paul Kettenburg,” managing partner. 
San Diego Marine Construction Co.: Capt. Oakley Hall, Sr.,° owner; Wayne 
mnson, manacer 


Harbor Boat & Yacht Works: David Carsten,” manager; Fred Kunz 


Frank Thornton, collector of customs 
C‘ant. William B. Scheibel, United States Coast Guard, commanding officer, Coz 
Guard Air Statio1 
Comdr. George Girdler, United States Coast Guard, Coast Guard Air Station 
Howard Morin, press 
ohn Bunker, press 
Adm. George Henderson, special consultant for Union Tribune Publishing Co. 
john Bate, port director, port of San Diego 
Carl Reupsch, business manager, port of San Diego 
Henry Roloff, director of public relations, port of San Diego 
Harley Knox, president, Navy League 
Capt. F. L. Rulman, Supervisor of Shipbuilding, United States Navy, and Naval 
Inspector of Ordnance, naval station 


Presente oral statements at luncheon 
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Mayor John D. Butler 

Will Willis, administrative assistant to the mayor 

W. Wade Ambrose, president, American Tunaboat Association 
W. M. Chapman,’ consultant to American Tunaboat Association 
Lester Balinger, president, fishermen’s union 

Arno Mueller, president, harbor association 

Don Larson, managing editor, San Diego Waterfront 


The following were furnished for insertion :) 


Port OF SAN DIEGO, 
San Diego 1, Calif., November 8 1954, 


House COMMITTEE ON MERCHANT MARINE AND FISHERIES, 
House Office Building. Washington. D. C. 


GENTLEMEN: Enclosed as a supplemental part of this report are typewritten 
statements prepared by the individual shipbuilding companies in the harbor of 
San Diego 

As a substantiating statement, the Port of San Diego will include, for the 
record, the following summary pertaining to the growth and development of 
merchant marine and fisheries activities within the San Diego area 

Historically, the city of San Diego has doubled its population every 10 years 
since 1900. This is significant insofar as the committee is concerned when the 
growth factor is related to the resultant economic pressures developed throughout 
southern California. The requirements of this expanded population are par 
ticularly apparent when maritime-tonnage increase during the years following 
the end of World War II is analyzed 

Although populations have roughly doubled and tripled, and the flow of inbound 
and outbound commodities has increased substantially to provide for the needs 
of this population, it is also a fact that basic sources of employment or factors 
contributing to economic development have not kept pace accordingly. This is 
particularly true in San Diego 

Within this harbor area, there are 20.9 square miles of inland waterway which 
at the present time are developed to about one-third of the total capacity 

San Diego has long been known as the tuna capital of the world. However, in 
recent years, local shipbuilding interests which have built the bulk of the long 
ge tuna clipper-class ships have experienced a cutback in production. This is 


rang 
due primarily to increasingly large amounts of foreign-caught tuna being im 
ported to American canneries and the inability of local fishermen to compete 
successfully on a production-cost basis 

Secondly, 85 percent of the total economy of the San Diego area is derived 
from industries located on harbor tidelands In their order of economic impor 
tance, they are: (1) Military payrolls which total in excess of $1 million per 
day; (2) aircraft manufacturing, totaling about $280 million per year; and (3) 
the combined effects of shipbuilding, fishing, and cannery operations. 

It should be stressed to the committee at this point that within the San Diego 
area, there is an excess of 4,000 acres of tideland property available for industrial 
expansion. In existence currently are six medium-to-small shipyards in opera- 
tion which could provide the nucleus of an expanded shipbuilding program. 
Finally, because of San Diego’s maritime position, both from a military and 
commercial standpoint, there is an available labor pool which could be put to 
use in the event of proper utilization of existing facilities and areas. 

Located in San Diego are the headquarters of the 11th Naval District with its 
multibillion dollars of investments in marine facilities. It is therefore reason 
able to assume that any long-range planning concerned with the development of 
merchant marine and fisheries should include this area as a logical beginning 
point for an expanded program, whether in the interest of national defense, 
regional economy, or national diversification. 

Yours very truly, 
JOHN BATE, 
Port Director, Port of San Diego. 
By H. Henry Rovorr, 
Director of Public Relations 
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NATIONAL STEEL & SHIPBUILDING CORP., 
San Diego 1, Calif., October 26, 1954. 


CONGRESSION AL SUBCOMMITTEE ON MERCHANT MARINE AND FISHERIES, 
House Office Building, Washinaton. D. C. 


GENTLEMEN: We wish to express our appreciation for your visit of a few 
weeks ago. We know that your familiarity with the facilities of the shipyards 
and waterfront will enable you to better judge the importance of San Diego in 
the world of commerce and fisheries, 

We are, naturally, interested in the continuance of a high level of work at 
National Steel & Shipbuilding Corp. We are extremely proud of our perform- 
ance in the past and take pleasure in attaching to this letter a copy of a Bureau 
of Ships checkoff list containing a description of our facilities, together with 
a limited résumé of work we have performed in the past 

In addition, I am taking the liberty of attaching hereto our World War II 
experience and a statement on activity since World War II From these two 
publications I am sure you will be able to determine the position which National 
Steel & Shipbuilding Corp. can assume in the construction of new vessels, as 
well as the repair of existing ships. 

National Steel feels that a large part of the industrial growth of San Diego 
will be directly affiliated with San Diego’s fine harbor. We are confident that 
the tunafishing industry is a healthy industry and will continue to grow as the 
vears go by. Growth of the tuna industry will call for the construction of addi- 
tional clippers and the continuance of a high rate of repair activity. 

We, likewise, feel that in recent years the large strides made toward the 
passing of heavy tonnage through the harbor opens a vista for maritime activity 
in San Diego of a type which is new to our particular area. We sincerely feel 
that there should be repair facility in this area capable of servicing the type of 
cargo vessels utilizing our port. We feel that there is an adequate labor market 
and certainly adequate transportation facilities to feed our shipyards with man- 
power and materials. The nucleus of skilled men presently employed in such 
vards of National Steel will form the foundation for a strong and thriving large 
shipyard industry. We feel that we are prepared to graduate from the small- 
ship class to the freighter and medium-size naval vessel class. Such a transition 
would not only benefit San Diego, but would be a definite advantage to the people 
of the United States as a whole, since this would in effect cause a dispersal of 
essential activity and would eliminate the crowding of large repair activities 
into 2 or 3 ports on the Pacific coast. 

We at National Steel feel that we have a yard capable of expanding along 
these lines. We are confident that the present administrators of the harbor of 
San Diego are dynamic enough to continue San Diego growing as it has in the 
past few vears We feel that a little assistance from the United States Govern 
ment would go a long way in opening up many more jobs in the San Diego 
area and to permit the development of a new industry, the large shipbuilding 
and repair industry. 

Yours very truly, 
D. R. Gippines, Secretary. 
ExHIsiT I 


NATIONAL STEEL & SHIPBUILDING CoRP., HARBOR DRIVE AT 28TH STREET, 
SAN Dieco 12, CALIF 


GOVERNMENT CONTRACTS 
1S 120-foot barges 
30 45-foot harbor tugs 
24 65-foot passenger/cargo vessels 
5 100-foot harbor tugs 
5 auxiliary minesweepers completed and delivered since 1950 


WORLD WAR II PRODUCTION SUMMARY 


During World War II, National Steel & Shipbuilding Corp. produced over 100 
refrigerator and dry cargo barges of over 100 feet in length for the United States 
Army Transportation Corps, as well as a number of 60-ton floating cranes 
Specially designed oil-burning Ingle ranges were produced in quantity for the 
United States Navy. Among other items produced for the Army were towing 
winches and anchor windlasses which were manufactured in our welding and 
machine shops. Many aircraft plant structures were fabricated and erected, 
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and a large number of welded steel refrigerated boxes were made for use in the 
South Pacific. Aluminum, brass, bronze, and iron castings up to 15,000 pounds 


in size were produced in our foundry. 


POSTWAR PRODUCTION SUMMARY 


Postwar production has followed a diversified pattern utilizing greatly ex- 
panded facilities. Offering private industry and Government agencies alike the 
combination of our engineering skill, the skill of our patternmakers, and the 
most modern equipment, our foundry produces the high quality products de- 
manded by today’s industrial advancement. National Steel & Shipbuilding Corp. 
s one of the few companies having foundry facilities required to make castings 
of major size and a machine shop equipped to handle precision machining to 
lose tolerance. Cast iron jigs and mandrels: cast aluminum tooling plates and 
miscellaneous castings for the aircraft industry, as well as pipe fittings, electric 
motor housings, oil range parts, decorative bronze and brass plaques, cast iron 
ornamental grill work, ship fittings, water main fittings, and many other items 
flow from our foundry each year. During the latter part of 1953 into early 1954, 
over 1 million pounds of special iron castings of large size were cast and 
machined here for the Kaiser Corp. for delivery to Hanford, Wash., for an 
atomic energy project. A separate aluminum foundry is devoted to specialized 
work for the aircraft industry and to the development of applications of the 
AL-FIN process of molecular bonding of aluminum to cast iron. Major items of 
equipment in our modern, well equipped machine ship, include a 12-foot diameter 
vertical boring mill, and an open-side planer, table size 6 by 26 feet. 

The structural steel division of National Steel & Shipbuilding Corp. fabricates 
in excess of 10,000 tons of steel each year. Production tonnage for 1953 in that 
department exeeeded 18,000 tons, the majority of which was structural steel 
for buildings in the expanding aircraft industry, and in heavy construction of 
hangars for the Air Force. In addition, many tous of steel are furnished for 
warehouse buildings in civic and private development, as well as for store 
buildings, hotels, and bridges. Steel launching towers for use with guided 
missile experimentation have also been among the structural products. Our 
structural engineers have built a reputation for exacting Work in the design of 
many various types of industrial structures thronghout the country. We have 
a master engineering contract with the Bureau of Ships for design and engi- 
neering services. 

Beginning in 1950, a program of shipbuilding for the Bureau of Ships was 
started by National Steel & Shipbuilding Corp. under various contracts calling 
for the construction of wooden and steel vessels. Since that time a total of 123 
steel vessels will have been produced here for the Bureau of Ships by August 1955. 
Five nonmagnetic auxiliary minesweepers were completed here during the cur- 
rent program. Since 1945, 16 tuna clippers have been designed, constructed, and 
launched. Currently two new clippers are under construction with additional 
vessels on the drawing board. We have an annual master repair contract with 
the Bureau of Ships covering repair and conversion of all types of naval vessels. 





Exurstit No. 2 


Bureau oF Surps CHeckorr List, Bastc Factmiry AND EXPERIENCE DATA ON 
COMMERCIAL FirRMS ENGAGED IN CONSTRUCTION OR Repatr OF Surps, Boats, 
AND WATERCRAFT, Marcu 26, 1954 


A. ORGANIZATION 


(1) National Steel & Shipbuilding Corp 

2) Mailing address: Harbor Drive at 28th Street, San Diego, Calif. 

}) Plant or yard address: Harbor Drive at 28th Street, San Diego, Calif. 

(4) Status: Corporation. 

5) Name of parent company, subsidiaries, branches, or divisions: None. 

(6) Period of continuous operation by present owners immediately prior to 
survey: 20 years, 

) Date founded, where incorporated, if applicable: Incorporated September 
1922 as National Iron Works; name changed to National Steel & Ship- 
building Corp., January 1949. 
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: 
B. PERSONNEI 
P Estimated 
Shift Present <a future 
maxtmUm maximum 
hse ek a oe gp 1, O87 850 
(2 pe SB as 32 7 750 
it caaies as or ae oe ~ 6 12 450 
4 Total__...- dai ‘ . 1 939 1, 156 2, 050 
e 1 Breakdown 
(1) Management, administration ae as TT . , sails 
(2) Technical, professional ae . se dsdgilea! ae 
(3) Productive, skilled ‘ : _ ‘ ; 547 
{ (4) Productive, semiskilled J . 87 
i (5) Productive, unskilled RRS SIS 2 i ‘ lie al suitietnheaneieiaiipananatasil 37 
r 6) Nonproductive ae os Tie a : oe ‘ diane a 
Total an aad i . mate i a ai a i a il . 839 
Number of productive personnel presently engaged in ship word: 317. 
i What are local labor conditions for: 
i (1) Normal products: Good. 
; (2) Products for which survey is being conducted: Good. 
©. TRANSPORTATION FACILITIES 
(1) Railroad sidings in plant or yard: Yes, 1,750 feet of railroad spur serviced 
by Santa Fe Railway. 
(2) Nearest railroad connection if none in plant or yard: Not applicable 
(3) Truck or trailer: 
Typ faximum cay ( Dimension of load 
ruck L-122, 34-ton, tool body 8} 12 feet 
Do L-110, ton, pickup body Db 
truck ton, fire equipn t 
Truck L-120, 34-ton, pickup bod bv & feet 
Do L-130, 1-ton, stake body in 10 by 12 feet. 
Do to ervice truck ee 
Do VA, 10-ton, flat bed 8 by 261 
Do 5-yard Ot f 
Do 1-160, 1! ri take body D 
D do D 
Dx k D 
De 10-ton, stake body with winch 10 by 18 by 9 feet. 
Do 114-ton, steel body 10 by 12 feet 
Do 00-ampere electrical welding machine Lx 
Trailer j-axle, 8 by 12 foot 10 by 18 by 9 feet 
Sweeper 42-inch width of brust 
Forklift VT-75, 9-foot, lift, 7,500 pound 
Do . SFT-13, 6-foot, lift, 2,000 pound 
Tractor a 6 horsepower 
Do Lincoln, 6 horsepower 
- ciate niiog a 7a om oon eis oo + 
(4) Navigational restrictions: 
(a) Water depth at yard: 20 feet. 
(b) Water depth in fairway : 26 feet. 
(c) Water depth in channel: 30 feet. 
(d@) Minimum depth to tidewater, if less than (a), (0), or (c€) above: 
Not applicable. 
(e) Minimum horizontal and vertical clearance of bridges to tidewater : 
None. 
(f) Limiting dimensions of locks to tidewater: None. 
(9g) Mean range of tide at yard: 6 feet. 


D. SHIP, BOAT, AND BARGE CONSTRUCTION OR ASSEMBLY AREAS (EXISTING) 
(SEE PLOT PLAN) 


(1) Covered ways: None. 

(2) Open ways: 
Identity of ways: No. 38. 
Maximum length: 400 feet. 


Aibirecri 
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Maximum beam: 70 feet 
(Used for barge construction. ) 


3) Construction berths: None 


(4) Building docks used for construction only : None. 
(5) Inside construction areas: None 


£. DRYDOCKING FACILITIES 
(1) Graving docks: None 
(2 Floating docks: None. 
(3) Marine railways 
Lengt Maximum | “2X!00M | Canacit raft Mean low 
tfort bear ae t Age forward water aft 
I Feet 
4 8 ”) 0.9 10. ¢ 
" 10.9 12 
17 ) 2.0 12.0 
’ t 10.0 
) ( 7.0 9. ( 
) g M 2.0 3.0 
4 t et it fT ve repa 
3h 9 le | lk WE 120 by 32 
W i } y 
F. PRODUCTION SHOPS 
(1) Mold loft: Building B—9, over carpenter shop, 30 by 140 feet. 
Mold loft: Building B—10, ground floor, 30 by 160 feet. 
(2) Production shops: 
(2-A) Structural: Main fabricating aisle is 56 by 900 feet, served by 


three 5-ton overhead cranes plus numerous jib, monorail, and gantry 
cranes; accessory shops along both sides of main aisle. Equipped for 
light to heavy structural steel work, welded or construction. Torch, 
Shear, and power drills; blacksmith shop with rolls, bending machines, 
200-ton press, air hammer, large welding shop; extensive riveting facili- 
ties (air hammers and squeezers) ; cleaning and painting shop. 

(2-B) Assembly and body shop, 80 by 200 feet; sheet metal shop, 
30 by 100 feet; pattern shop, 30 by 100 feet. Assembly and sheet metal 
shop has shearing, forming, riveting, and spot and are welding facili- 
ties; overhead crane service, spray paint booth, baking ovens, ete. 
The power sheet metal shear will shear metal up to three-sixteenths 
inches and 13 feet long. The press brake has a work capacity of 14- 
foot length of 12-gage sheet metal. The pattern shop is equipped with 
circular saws, planers, band saws, wood lathes, drill presses, sanders, 


(2-C) Foundry is equipped for sand handling, molding, core making, 
pouring, shakeout and cleaning; 1 36-inch and 1 30-inch cupola, 3 pit 
and 1 tilting nonferrous furnace, 5 core ovens, capacity to 15,000 pounds 
astings in iron; 500 pounds in brass or bronze; and 400 pounds in 
aluminum 
(2-L)) Machine shop, 86 by 140 feet, is equipped with 13 lathes; 3 mill- 
ing machines; 2 boring mills; 2 planers, drill presses, grinders, and as- 
sociated equipment Largest lathe is a 2-spindle 24 by 48 by 96 inches. 
Largest boring mill is 12-foot table vertical type. Largest planer is 
8 by 8 by 26-foot table, open side, with removable column. 
(2-E) Carpenter ship, 50 by 160 feet, is equipped with 6 band saws, 
{ circular saws; 2 shapers; 3 planers, wood lathes; 2 veneer presses, 
drill presses, grinders, ete., and associated equipment. One planer 
rolling table has 36 inches by 36 inches by 50 feet, 20-inch vertical 
head. 
(2-F) Pipe shop, 30 by 50 feet 
(2-G) Welding shop, 30 by 50 feet. 
(2-H) Hot dip galvanizing shop, 20 by 50 feet 
(2-1) Pickling tanks, 10 by 50 feet. 


Men 
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G. ALL OTHER BUILDINGS 


B-16: 100 by 101 feet, warehouse. 

B-15: 82 by 200 feet, warehouse and storage. 

B-6: 75 by 75 feet, shipyard offices, purchasing office, and inspection department. 
B-5: 30 by 150 feet, cafeteria and compressor house. 

B-1: 64 by 163 feet, main offices. 


H. PIERS, DOCKS, WHARVES, BULKHEADS, MOORING DOLPHINS, ETC, 


See plot plan, 
I. CRANES 
(1) Bridge type: 
(a) 8 5-ton, 56-foot span, 20-foot-height hook, servicing structural shop 
area, 56 by 900 feet. 
2 5-ton, 40-foot span, 20-foot-height hook, servicing machine shop 
area, 40 by 100 feet 
3 5-ton, 36-foot span, 18-foot-height hook, servicing foundry area, 
72 by 180 feet. 
(2) Stationary, rail or mobile: 
(a) 4 20-ton mobile truck cranes, boom length 55 feet. 


2 744-ton mobile truck cranes, boom length 30 feet. 


J. PLANT OR YARD PROPERTY 
(1) Acreage: 
(a) In use: 24.74 acres. 
(b) Developed, including 1 (a) above: All. 
(ce) Total (legally controlled) : All. 
(d) Plot plan: See. 


K. PRODUCTION EXPERIENCI 


[Types and maximum size Cypes and maximur ize, | 
World War II World War II 
Construction of vessels, | 90 knocked down, 104-foot 5 AMS60 cl minesweeper 
boats or barge cargo barge 
51 knocked down, 104-foot 48 120-foot steel-deck cargo barge 
reefer barge 
30 45-foot steel tug 
16 65-foot steel PC vessel 
8 65-foot steel work boats under cor 
struction 
13 100-foot steel tugs under construction 
In addition, the firm has built steel and 
wood tuna clippers, shrimp trawler 
and oceanographic research vessels and 
speedboats. 
2) Repair or conversion of Afloat and overhaul and re- | Repair and overhaul all types amphit 
vessels, boats, or barges pair all types naval vessels ous landing vessels, AK’s, YTB 
YOQ’s, ind other miscellaneou 
naval craft and vessels 
Construction or manufac Ships, deck machinery, stru All types structural steel, tractors, r 
turing, all other tural steel, propellers, foundry products, machine shop 
foundry products, heavy 
duty rang 


L. ADDITIONAL FACILITY DATA 


(1) Electricity, air, steam, gas, telephone, fresh and salt water piped to piers. 
Paved and lighted yards and piers; fuel and lube oil to piers. Heavy truck 
crane service to piers and railways. 


M. DESIGN, DEVELOPMENT, OR LEAD YARD ABILITY 


(1) Structural steel engineers, naval architect, together with marine and struc- 
tural steel draftsmen available for preparation of designs and layouts for 
construction and repair of ships and marine equipment. Firm has designed 
and built tuna clippers. Recommended for inclusion in BuShips planning 
for design and lead yard work. 
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N. RECOMMENDATION FOR UTILIZATION OF PRODUCTIVE CAPACITY 


Specific type recommended (show hull material) 


F rr t t For consideration in mobilization 
ror Cl 
r current procuremen planning 











Constructior ve ls, ll typ teel and wood vessels | All types steel and wood vessels up 
ge up to 220 feet in lengtt to 220 feet in length 

f Combatant ‘ DD class or Combatant vessel DD class or 

valle neombatant sels, maller oncombatant vessels, 

APA or smaller Above for APA or smaller A bove for dock- 

locksi overhaul $ max side overhauls as maximum rail- 

nt iilwa ~apacity is 185- way capacity is 185-foot vessel 

length length 

Construct rr manu Structural steel, ranges, floats, | Structural steel, ranges, floats, pon- 

tur , all other pontoons, and casting toons, 1 castings. 





STATEMENT BY W. M. Tucker, Jr., GENERAL SUPERINTENDENT, MARTINOLICH 
SHIPBUILDING Co. 


Subject: 1. Shipbuilding and ship-repair potentialities of San Diego, Calif., as 
contributed to by the Martinolich Shipbuilding Co. 


LOCATION OF SHIPYARD 


1. The Martinolich Shipbuilding Co. is located at 2475 East Belt Street, San 
Diego, Calif. 


SIZE OF SHIPYARD 


1. This shipyard embraces a total of 15 acres and has 630 lineal feet of frontage 
on San Diego Bay. 


2. Average employment during the past 2 years has been approximately 440 
personnel per shift. 


FACILITIES 


1. This yard has complete facilities for many types of ship repair. These 
facilities include the following: (a@) Machine shop, (0b) boiler shop, (c) sheet- 
metal shop, (d) electric shop, (e) electronic shop, (f) pipe shop, (g) wood 
laminating facilities, (h) storage. 

2. Berthing facilities consist of the following: 

(a) One pier 600 feet long capable of handling vessels whose draft while 
undergoing repairs does not exceed 25 feet. Largest vessel repaired at this 
yard to date was a 10,000-ton Liberty ship. 

(b) One floating pier 120 feet long. 

(c) Arrangement of piers permits nesting of vessels. 

(d) The construction of an additional pier is under consideration. 

3. Special facilities include: 

(a) Two building ways with overhead cranes. Each way capable of 
handling construction of vessels up to 1,000 tons. These are the largest 
building ways in San Diego outside of naval facilities. 

(6) One 2,800-ton floating drydock. This is the largest drydocking facility 
in San Diego outside of naval facilities. 

(c) One 1,000-ton marine railway 

(d) Wood-laminating facilities. This is the only laminating facility 
south of the Los Angeles-Wilmington area capable of performing the lami- 
nating required for the current Navy minesweeping program. 

4, Public carrier services: 

(a) This shipyard has a railway siding running through the yard. 

(vb) This shipyard is located just one block from Superhighway 101, which 
connects to all cities to the north, and also connects through a superhighway 
system to Highway 80 to the east 

(c) Access to San Diego’s airport is short and direct along Highway 101. 


FACILITY EXPANSION POSSIBILITIES 


1. Facilities at this yard could be expanded to accommodate a workload 
which would require the employment of 1,200 men. 
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WEATHER CONSIDERATIONS 


1. The shipbuilding industry being an outdoor industry is affected to a con- 
siderable degree by the weather. San Diego’s mild climate permits full-scale 
shipbuilding operations throughout the year. 


HISTORY 


1. The Martinolich Shipbuilding Co. has constructed, overhauled, and con- 
verted many large modern tuna clippers and has converted 12 steel barges for 
the use of the lumber industry. 

2. At present this shipyard is devoting almost all of its effort to Government 
contracts. This shipyard is currently constructing four 165-foot, wood-hull, 
nonmagnetic minesweepers for the Navy. These vessels are in various stages 
of completion. Two of the same type vessel have recently been completed and 
delivered to the Navy and are now a part of the Pacific Fleet Mine Force, The 
construction of these minesweeping vessels involves installation and test of ma- 
chinery (electrical and mechanical) and equipment (electrical, mechanical, and 
electronics) which represent the latest technical developments in this particular 
field of ship construction. 

3. This shipyard has also been engaged in the overhaul and repair of naval 
vessels up to 10,000 tons displacement, both active and inactive. The contract for 
the repair of these vessels is awarded on bids open to the numerous shipyards 
in the southern California area. 


CONCLUSIONS 


1. The foregoing statements are indicative of the present and future capabilities 
of the San Diego shipbuilding industry. 

2. We should not lose sight of the fact that the shipbuilding potential existing 
here in San Diego a few short years ago, before major naval repair and con- 
struction contracts were let in quantity to local shipyards, was the result of an 
active tuna industry. The tuna industry previously supported all of the ship 
construction and repair yards in San Diego. 

3. Although at present the Martinolich Shipbuilding Co. is in a position to 
either expand its facilities to meet Government needs for ship construction and 
repair in the event of a national emergency or to Maintain the present status 
quo regarding construction and repair of naval vessels, it is not felt that the 
shipbuilding industry here should become dependent solely upon Government 
contracts. 

4. It is believed that the shipbuilding industry in San Diego has the capacity 
to handle concurrently both Government and commercial (tuna industry pri- 
marily) repairs and construction and that every effort should be made to protect 
and keep active the vital tuna industry. This important industry would, as 
before, become the prime support for San Diego’s shipbuilding industry in the 
event of a cutback of Government contracts. The effect of a large cutback in 
Government ship repair and construction contracts, coupled with an idle tuna 
fleet, could have a disastrous effect upon shipbuilding here. 





CAMPBELL MACHINE, INC., 
San Diego 12, Calif., October 25, 1954. 
UNITED STATES CONGRESSIONAL SUBCOMMITTEE ON MERCHANT MARINE AND 
FISHERIES, 

HONORABLE MEMBER OF COMMITTEE: We wish to introduce to you the Campbell 
Machine, Inc., yard located at the foot of Eighth Avenue, San Diego, Calif., hav- 
ing the following facilities: 

Area: 250,000 square feet 

Drydocks: Two 1,200-ton, one 500-ton 

Ways: Four 

Berthing: 2,000 feet 

Shops: Large machine shop, electric, welding, carpenter and pipefitting 
Employees: 160 experienced workmen 

Our yard could at the present time employ twice this number of men with ex- 
isting facilities and in case of a national emergency, expansion could be unlimited. 
During World War II, we constructed in record time four YMS minesweepers, 
made repairs to several hundred various types of vessels, both in and outside 
our yard, and machined jig materials for the aircraft industry. 
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At the present time the shipyards in the San Diego area are at one of the 

est ebbs in their history, due mainly to the critical condition of the American 

na industry. We have in our yard at the present time 15 tuna clippers loaded 

with fish and with no definite date for unloading. This situation is mainly due 

a tremendous importation of Japanese frozen fish, and will remain critical 

f our industry until such time as a quota or other means of controlling this 
flood of imported fish is found. 

If one were to look back to the last war, you could see the United States Navy 

ommandeering the entire San Diego fishing fleet and constructing 32 additional 

hing-type vessels for critically needed refrigerated carriers. Hundreds of 
young men were taken from the fishing fleet and became officers of high rank. 
This potential is still here in case of an emergency, both men and ships. 

Our port of San Diego is one of the finest on this coast; our yards are small 
in comparison to some, but the spirit is here. We can only ask that you earnestly 
consider the port of San Diego and its facilities in any legislation or action 
taken. 

Very truly yours, 
Rosert F’. BENNETT, Manager. 


HARzBor Boat & YACHT Co., 
San Diego, Calif., October 26, 195 h. 
CONGRESSIONAL SUBCOMMITTEE ON MERCHANT MARINE AND FISHERIES. 

DEAR Stes; A recent survey of the Harbor Boat & Yacht Co. facilities was 
made by representatives of Supervisor of Shipbuilding, USN, for the Bureau 
of Ships. It was determined that 8 AMS motor minesweeper vessels could be 
built and delivered in 3 years with our present facilities. This, of course, would 
be important in any national emergency. 

The Harbor Boat & Yacht Co. since 1947 has been primarily occupied with the 
repair, maintenance, and construction of commercial fishing vessels ranging in 
size up to 165 feet in length and 691 gross tons. 

Our peak employment has been 135 while during better times we have averaged 
75 employees. We are now employing an average of 35 employees. We attribute 
the condition in our industry entirely to the importation of foreign tuna. This 
has created a condition where vessels which are lost at sea are not being replaced, 
ind where vessels are transferring to other countries to operate where high taxes 
and high labor costs can be avoided. 

If this decline should continue, it will certainly signal the death knell of an 
important segment of San Diego’s economy. 

It is felt by this company and also expressed by our customers that some form 
of protection or assistance must be extended or we will not survive. 

Very sincerely, 
Davin H. CARSTEN, Managing Partner. 





ACTIVITY AT COAST GUARD AIR STATION, SAN DIEGO, CALIF. 


In the fiscal year 1954, the Coast Guard Air Station, San Diego, Calif., with 
authorized complement of 97 enlisted men and 18 officers was responsible 

for the care and upkeep of a plant comprising some 24 acres of waterfront prop- 
erty and valued at $7 million. 

With 2 seaplanes, 3 amphibians, and 2 helicopters, the following operational 
achievements have been accomplished: 
Area searched: 367,158 square miles 
Hours flown on search: 1,142 
Value of property saved or assisted : $26,202,970 
Major cases: 471 
Total assistance flights: 1,126 
Aircraft assisted : 94 
Ships and boats assisted: 264 

In addition to such purely operational activity, a continuous program of 
preventive safety interdepartmental cooperation is pursued. , 

This unit was responsible for the patrol of 27 races or regattas. It processed 
1,459 motorboat registries. Navigation and safety classes were attended by 
over 3,000 civilians. Over 1,000 small craft were boarded and inspected either 


eres 
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officially or by courtesy teams. Almost 400 crew members from major overseas 
commercial airlines were given instruction in ditching procedures and survival 
in the open sea, 

In line with current policy of more efficient utilization of personnel and 
equipment, this unit has closely cooperated with at least 20 different civil and 
Federal agencies. It has assisted the Federal Bureau of Investigation, the 
Alcohol] Tax Unit, Customs, Immigration, Public Health, city and State police, 
and other similar agencies on approximately 400 occasions or just over once a 
day. 

The above statistics cover the professional half of our activity: in addition, all 
Coast Guard personnel are required to maintain a state of military readiness 
that will allow us to slip into our operational slot with the Navy in time of 


’ national emergency. 





